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“I do solemnly swear that I will faithfully execute 


the office of President of the United States, and 


will to the best of my ability, preserve, protect 


and defend the Constitution of the United States.” 





A TYPICAL RATE EXAMPLE... In Baltimore, 


See How Easy, How Convenient It Is! 


AS EASY TO RENT AS A. B.C... . (A) Go to a Hertz station. 
(B) Show your driver's license and identify yourself. (C) Step into 


the car and go! It’s as simple as that. 


CONVENIENT WHEREVER YOU ARE... You can enjoy Hertz 
Driv-Ur-Self service—reliable, uniform, courteous—at home or in 
any of nearly 400 cities throughout the United States, Hawaii, 
Cuba, Puerto Rico, Canada. Hertz is the only nation-wide and inter- 
national system—largest in the world—over 25 years’ experience. 


PRIVATE CAR PLEASURE... When you rent a car from Hertz it's 
as private as your own. It's a new Chevrolet or other fine car. It's 
in tiptop condition. It's properly insured. (All cars now are current 
models and fleets have been increased more than 50 per cent.) 


REASONABLE RATES ... You can rent a car from Hertz for as 
little or as much time as you wish—for an hour, a day or a week, or 
for as long as you like. Rates are reasonable. (See example below.) 


For complete directory of all Hertz 


RESERVATIONS... Reserve a new car at your local Hertz station 
—for use at home or in any of nearly 400 cities. Reservations can 
also be made in advance at air line or railroad ticket counters and at 
tourist agencies. The car will be ready for you on arrival. Thus you go 
by plane or train and enjoy the car as your own when you get there. 


HERTZ NATIONAL COURTESY CARDS... As a responsible Hertz 
patron you are entitled to the famous Hertz National Courtesy 
Card. Your Courtesy Card identifies you and is honored by all 


Hertz stations everywhere. 


TRUCKS . . . Hertz is also the world’s largest 


Maryland, St. Paul and Saratoga Sts. (Saratoga 
St. Entrance), a car taken out on any week day 
at 8:00 a.m.—driven 50 miles, returned at 
6:00 p.m.—costs $8.50, including gas, oil and 
insurance, regardless of how many ride. 


Yes, Hertz is the convenient way, the 
time-saving way, the fun way! For 
complete information, call ‘‘ Hertz 
Driv-Ur-Self”’ listed under ‘‘H”’ 
in your local telephone directory. 


stations write Hertz Driv-Ur-Self 
System, Inc., Dept. 719, 218 South 
Wabash Avenue, Chicago 4, Illinois. 


NOTE: To serve more cities and towns, licenses are 
being granted to responsible local interests to 
operate as part of the Hertz system. For complete 
information write Hertz Driv-Ur-Self System, Inc., 
Dept. 719, 218 S. Wabash Ave., Chicago 4, Ill. 


truck rental organization. Trucks are available at 
most Hertz stations for transient use or on long- 
term lease. Call your local Hertz station for full 
information and complete details. 


You Can Rent a New Car from HERTZ as Easy as Ty) @){c) 














70,000,000 Americans can’t be wrong 


O YOU THINK you should get interest on 
D your bank savings account, dividends 
on your life insurance policy? Naturally. 
So do the 70 million other Americans who 
own savings accounts and insurance. 


You get the interest and dividends because 


of corporation profits. No profits, no corpo- 
rations; no corporations, no interest or divi- 


dends for you. 


Remember that, next time radicals rave 


and rant against corporation profits. 


WARNER 
& 


SWASEY 


IW (ood ob bo X= WM Kolo) f-] 
Cleveland 


YOU CAN MACHINE IT BETTER, FASTER, FOR LESS WITH WARNER & SWASEY TURRET LATHES, AUTOMATICS AND TAPPING MACHINES 








News within the News 





U. S. AND RUSSIA COULD AGREE, BUT—And it’s a pretty big BUT. The Commu- 
nist Party would have to end its attempt to dominate the Russians by making 
them fear the U.S. Big stumbling blocks are explained here in an interview 


with John Foster Dulles, one of the top U. S. experts on foreign relations.... 


32D PRESIDENT TAKES OVER........ PTI 
Harry Truman, starting his first full term 
in the White House, faces a new and 
bigger job. He takes on the biggest re- 
sponsibilities of peacetime history. The 
federal organization he heads is to be 
revised, expanded. His new decisions are 
to be felt around the world. 


CABINET SHAKE-UP?........ eeisinnecsiatn ey! we 
Big job openings are to be few in the 
new Truman Administration. The present 
inner circle is to stay just about as is. 
Marshall resignation is likely to be the 
biggest change in quite a while. 


WHY BUILDING LAGG........ ‘sige ae 
Despite the housing shortage, the build- 
ing boom has slowed. Expensive houses 
are running into a buyers’ strike. Con- 
tractors are getting cautious as cost trends 
change. Explained here are the factors 
that determine the outlook for 1949. 


HIGHER FEDERAL COSTG................ P. 17 
Spending by Uncle Sam is due to rise 
steadily until mid-1950, probably longer. 
That’s the outlook now, despite all efforts 
by Congress to economize. Taxes, along 
with costs, are headed up and up. 


MEXICO INVITES DOLLARG............ P.19 
Official Mexico wants to end the siesta in 
oil development. Private U.S. firms are 
being invited to invest, help get gushers 
started. But takers so far are few. 


U. S.: LIBERAL EMPLOYER.............. P. 20 
Highest officials in Government are to get 
a pay scale on a par with executive jobs 
in industry. At the lower levels, Govern- 
ment pay already lures away office work- 
ers from business. It’s only at the in-be- 


P. 32 


tween pay levels that private firms still 
outbid Government. 


CAN AIR POWER WIN?................P. 22 
Big bombers, as the prime weapon for 
winning wars, are losing popularity with 
top U.S. defense planners. Air Force 
finds its honeymoon is about over, its 70- 
group program headed for a big cut. 


HOW ‘FREE HEALTH’ WORKG........ P. 24 
What happens when Government takes 
over all medical care is shown in Britain 
now. An on-the-ground survey reveals 
that some doctors are making more, others 
are losing. Specialists have the most 
trouble. But the public generally likes it. 


BATTLE OVER A DESERT........:.....<: P. 26 
Full-scale war for the Middle East is not 
in the cards. But a desert war of nerves 
is being touched off over a barren stretch 
of wasteland. Key to new Jewish-British 
troubles is the Palestine desert, which 
both nations feel they must dominate. 





AND ON OTPER................ JesvsousPAGES: 
Tomorrow: A Look Ahead..............0068+5 5 
March of News 

Worldgram ......... 

People of the W Seni nine 38 
Red Tape Vs. U.S. Exports.................. 40 
DESL VG Ne occ Soc Ses das wesncdsscteccsssvcavecesos 43 
If Social Aid is Increased.......... pee 46 
PEON OL BUSINESS 55. cccescssvsasnsescaodscceacoesO 
Indicators of Business Activity............ 54 


Do Credit Rules Cut Buying?... 

News-Lines for Businessmen................ 

World Commerce-Industry.............:00004 57 

Life Around the World.......... cM et enasec ee 

Whispers 

COVER: President Truman and Vice Presi- 
dent Barkley. See page 11. (Kodachrome 
from Acme ) 
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y eeoniei LINEMEN have the traditional 
Bell System spirit of service that aims to 
“vet the message through.” They also have what 


it takes in the way of equipment and supplies. 


Their wires, cables, poles, tools and count- 
less other things are provided by Western 
Electric—maker or supplier of practically every- 
thing used in your telephone service. We carry 


stocks of 31,000 different items to help all Bell 


PURCHASER DISTRIBUTOR 


Telephone companies. 
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They have what it takes 


INSTALLER 


of Bell telephone appara- of Bell System central 


KS ies. office equipment. 








telephone people, not only to do their daily 
job of maintaining and expanding telephone 


facilities but also to meet sudden emergencies. 


e Western Electric has been a part of the Bell 
System for many, many years—ever since 1882. 
Our people share in the System’s spirit of 
service. We, too, are always ready to answer the 
unexpected hurry call—to help “get the message 
through” for you. 
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CHOOSE CHEVROLET TRUCKS FOR TRANSPORTATION UNLIMITED! 


You’ll more than agree with other truck users that 
these brand new heavy-duty trucks are leaders 
from the word ‘‘go’’! e Choice of America year 
after year, they alone bring you the combined 
values of 4-speed Synchro-Mesh transmission, the 
Splined Rear Axle Hub Connection, the Cab that 
**Breathes’’* and the Load-Master Valve-In-Head 
Engine, world’s most economical for its size! e 
They’re first-flight in features and in quality. Yet, 
here’s the one and only heavy-duty truck with 
3-WAY THRIFT—low operating costs, low upkeep 


‘costs and the lowest list prices in the entire truck 


field! e Call on your Chevrolet dealer today! 


*Heating and ventilating system optional at extra cost. 


CHEVROLET MOTOR DIVISION, General Motors Corporation, 
DETROIT 2, MICHIGAN 
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The country plans to do quite well by its President in 1949 and years to 
come. Mr. Truman, taking up the job, is to find it not a bad one at all. 

Pay is being raised. It's planned to be $100,000, subject to tax, plus 
$50,000 in tax-free expense account. It has been $75,000 with no expense ac- 
count. Mr. Truman last year couldn't quite make out on $48,000 left after taxes. 

Take-home pay, after taxes, it has been decided, should be at least $100,- 
000. That's what the job is supposed to be worth annually. Mr. Truman is 
scheduled to get around $110,000 after taxes with the raise and the expense ac- 
count. He could do what he wants with the expense account, spend it or save it. 

Tax-free pay isn't available to the ordinary citizen. To have $110,000 
left over, after taxes, 4 person would need at least $240,000 of taxable income. 
That's before any rew tax increase. Not many people make that much. 

What is hztppening is that Congress is deciding that a person can't really 
make wnat he is worth under the present rate of taxes. To enable the President 
to have pay that is supposed to be adequate, it is proving to be necessary to 
dodge the tax laws by setting up a tax-free expense account. A straight pay 
raise to $240,000 seemed to Congress to be too much. 

Mr. Truman favors a tax increase for persons with net income above $6,000. 










































The President's job, if you can get it, offers other things, too. 

A house goes with the job. It's a big white house and expensive to run. 
Upkeep is to cost taxpayers $260,400 in the year ahead. Thst's for butlers, 
other servants, yardmen, household furnishings and other things. 

The house itself is run down. It's to be fixed up at a cost of at least 
$4,000,000. The house sits in a 16-acre wooded estate. Rent is free. 

A private airplane is provided, too. It's four-engined and de luxe. 

There's a yacht, a big seagoing yacht. The Navy maintains that, and it is 
always ready when wanted, with full crew. A private railroad car always is 
ready. There is a fleet of limousines with chauffeurs. 

Travel allowance is $40,000 a year. That's for private transportation. It 
doesn't pay for airplane, yacht and limousines. It must be accounted for. 

The $110,000 net in take-home pay, after taxes, doesn't have to be used to 
pay for these things. But the President must entertain often at his private ex- 
pense. He gets reimbursed for official receptions and that's all. The job in 
some years cost the late Mr. Roosevelt money and it has cost Mr. Truman some 
money, too. Mr. Roosevelt was the first President who paid an income tax. In 
pre-New Deal days, when prices were lower and the President paid no tax on his 
income, many Presidents saved quite a bit of money out of their pay. 









































Tax-free expense accounts are getting popular as a way to avoid the high 

rate of tax on personal income. That's in the Government, not outside. 
Members of Congress get $2,500 of tax-free income, plus $12,500 taxable. 
Vice President is scheduled to get $30,000, plus $10,000 tax-free expense 

money for which he doesn't have to account. It's equivalent to a $50,000 job in 

private life for a married man, or $46,000 for an unmarried individual. 

Speaker of the House is down for the same pay and expense account. 























Written for the issue of January 21, 1949, Volume XXVI—No. 3 (aver) 


U. S. NEWS & WORLD REPORT (No part of this or any other page may be reproduced without written permission) 








NEWSGRAM--TOMORROW-- (Continued) 


Men in business or other individuals, however, should not expect that tax- 
free expense accounts will. be voted for everybody. Many businessmen have ex- 
pense accounts which they deduct from taxes, but they must account to the tax 
collector for these expenses and show them to be business expenses. 


There's to be a free-and-easy official attitude toward money and its use in 
the years ahead. Mr. Truman's spending plans strongly suggest that. 

Just to give you an idea of what the President propoSses..... 

Outgo, in cash, will be $66,584,000,000 in the 18 months started January 1, 
if the President has his way. That's the official estimate of cash outlays. 

Income in cash will be $70,484,000,000. Mr. Truman proposes to take that 
amount of cash out of the pockets of individuals and industry. Actually he 
would take more than that through a proposed increase in income taxes. 

That's for 18 months. It's way above any past peacetime spending. In 
times past, Mr. Roosevelt found it hard to spend $9,000,000,000 and could not 
find a way to draw as much as $6,000,000,000 a year away in taxes. 





What_the President wants U.S. to do is this: 

Rearm U.S. at high cost. Rearm Europe at a cost not yet set. Aid the out- 
side world so it can have a higher living standard. Provide billions for veter- 
ans in U.S. Give more to old people, to unemployed, to widows, orphans. Pro- 
vide checks for the sick, for the disabled. Aid local schools. Aid cities in 
building houses. Support farm prices. Build power lines, dams, roads. Pay in- 
terest on a $251,000,000,000 debt and pay the overhead for running everything. 

How the President would pay the bills is this: 

Tax incomes $4,000,000,000 more. Tax pay rolls $2,190,000,000 more to 
raise a total of $6,190,000,000 in addition to taxes that now are levied. Plan 
is to take 2.25 per cent from income per individual up to $4,800 as a pay-roll 
tax and to take 2.25 from employers on pay rolls per individual up to $4,800. 
That's a 4.5 per cent pay-roll tax. Empioyers pay an additional 1.5 per cent, 
on an average, aS a tax to Support unemployment insurance. It's all just a start. 

Actually, Mr. Truman will be lucky to get half of what he asks. 

There's beginning to be some question whether U.S. can do everything that is 
asked of it, whether taxpayers can support the world in the style to which it 
would like to become accustomed and assure everybody at home against all of the 
hazards of living. In a showdown, the world is likely to lose out. 








Taxpayers, in light of the big spending figures, can expect this: 

Married persons with net income above $6,000 may be taxed somewhat more. 

Corporations probably will be taxed 4 or 5 percentage points more than at 
present. There will be no excess=profits tax, however. 

Estates and gifts are likely to face a tighter tax. 
Split income will not be disturbed. This means that married persons will 
retain a large part of any tax savings realized on 1948 income even if there is 
some increase in the rate of tax that applies to the divided income. 

Individuals and corporations will face some increase ‘in pay-roll tax, but 
probably not until January 1 next year. Mr. Truman wanted to start July l. 

Social services now projected, if approved, eventually will cost at least 
10 per cent of pay rolls. There really is no telling how many billions are to 
be involved eventually in subsidies and insurance plans. 

















The boom keeps showing less and less vitality. 

Automobiles, above lower price range, fast are entering a buyers" market. 

Building costs are beginning to turn down a trifle. The cream appears to 
be off the real estate market, with trends probably to be downward. 

Food and clothing prices are easy and may get easier. 

Unemployment, showing up here and there, reflects the pressure on business 
to become more efficient in order to survive in a period of competition. 
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Ask Mr. Bass— 


or over a million others! 





Here’s what H. B. BASS, a Munford, 
Tenn., farmer, says about Goodyear’s 
great new Super-Cushion: 

**My new car came with regular tires, 
and I changed over to Super-Cushions 
right away. I immediately noticed a 
tremendous difference in the way the 
car rides and handles. I have to drive 
over a lot of rough country roads, and 
with low-pressure Super-Cushions, the 
bumps, jars and rattles just disappear.” 


The Super-Cushion is bigger and softer 
... runs on 24 pounds of air. . . but will 
fit your present wheels! You'll get a 
softer ride, less wear on your car, fewer 
rattles and repair bills, greater safety, 
mileage and blowout resistance. See your 
Goodyear dealer today! 


MILLIONS OF SUPER-CUSHIONS ARE NOW 
IN USE ON NEW AND OLDER CARS! 


Super-Cushion T. M.—The Goodyear Tire & Rubber Company 
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RESIDENT TRUMAN, very earnest about 
P it, let reporters in last week on his own 
ideas of what constitutes big money. 
From $6,000 to some point between 
$20,000 and $30,000, he thought, was 
only “middle bracket” income. But a 
man making more than that obyiously 
was in the “upper bracket.” The Presi- 
dent’s figures were important to a lot ot 
people because they meant that Mr. Tru- 
man wants his proposed tax increase to 
hit individuals earning from $6,000 up. 

It developed that Mr. Truman’s tax 
philosophy disagrees with that of Frank- 
lin D. Roosevelt, who once said no one 
should be allowed to keep more than 
$25,000. Mr. Truman thought any man 
who has brains enough and _ knows 
enough about the tax laws to clear more 
than $25,000 is entitled to keep it. 

The President, who never had much 
of an income until he came to Washing- 
ton, meanwhile seemed on his way into 
the higher brackets. Congressional friends 
were backing a bill to raise his pay from 
$75,000 to $100,000 and supplement his 
present travel allowance of $40,000 with 
a private, untaxed $50,000 expense ac- 
count. Raises and expense accounts for 
the Vice President and the Speaker of 
the House were included in the measure. 

The Senate approved, 68 to 9, and 
House leaders were confident of passing 
the bill. Debate, however, brought some 
hot protests against “high living” in 
Washington. Some disliked the tax- 
exempt feature of the expense accounts 
or wanted a peep at how Mr. Truman 
and the others spend their expense 
money. 


HE TAX TALK was all linked with the 

budget Mr. Truman had sent to Con- 
gress earlier in the week. It was a big 
book filled with big figures. They all 
added up to $41,858,000,000 to be spent 
in the year that begins next July 1. On 
top of that, Mr. Truman will ask for 
more later. To cover it all, he figured a 
tax raise of $6,000,000,000 was needed. 





With more than half the spending 
budgeted for military defense and as- 
sistance to other nations, Mr. Truman’s 
concern with world troubles was plain. 
For the time being, however, he was 
thinking principally of Palestine. British 
troop movements in the Middle East, 
flights of British planes over the Israeli- 
Egyptian battlefield, with five aircraft 
shot down by the Israelis, were produc- 
ing a crisis. 

The State Department expressed its 
worry. Sir Oliver Franks, the British Am- 
bassador, hastened to explain to Acting 
Secretary Robert A. Lovett and later 
talked with President Truman for half 
an hour. The President, without minimiz- 
ing the situation, said later that U. S.- 
British relations still were cordial, un- 
strained. 

Meanwhile, the man who soon would 
take over this and other world problems, 
Dean Acheson, was having a few diffi- 
culties nailing down his job as Secretary 
of State. Senate Republicans were in- 
terested in two things: Statements im- 
plying Mr. Acheson once had been in- 
clined to appease Russia, and comments 
on his friendship with Alger Hiss, ac- 
cused of Communist affiliations. 

Scornfully, Mr. Acheson rejected the 
description of himself as an “appeaser.” 
He pledged himself to carry out the 
policies laid down by his predecessor, 
George C. Marshall. And, just as em- 
phatically, he pledged himself to keep 
subversives out of the Department. 


URING A BUSY WEEK, Mr. Truman 

found time for visits to two ailing 
warriors who have been close to him. 
One, Fleet Admiral William D. Leahy, 
his Chief of Staff, was ill at the near-by 
Naval Hospital. Mr. Truman flew to 
North Carolina (and gleefully eluded 
reporters in doing so) to see the other, 
General of the Army Marshall. He 


wanted, he explained, one more visit 
with the General while he still was Sec- 
retary of State. 


—Acme 


PRESIDENT & PRESS 
... an elusive Executive explained 
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HER TROOPS WIN SECOND FRIENDSHIP AWARD. 
Scout Leader Hazel Parker, power company cashier, and 
members of her two Girl Scout Troops study the exhibit 
with which they won their city’s Girl Scout International 
Friendship Award for the second consecutive year. 


Good neighbors 
make good headlines 


The most heart-warming news stories are made by people 
with more than usual interest in their communities and 
their neighbors. Often, as in these four true stories, they 
are men and women of the local electric companies. 

Perhaps you’ve noticed in your town that power com- 
pany people, and the companies themselves too, are always 
active in affairs of community-wide benefit. Community 
service, as well as electric service, is a major responsibility 
of America’s business-managed, tax-paying ELECTRIC 
Licht AND Power ComPanies®. 


*& Company names on request from this magazine 


HELEN HAYES stars in the ELECTRIC THEATRE. Hear it every Sunday, CBS, 9 P.M., EST. 


RAISED FUNDS FOR IBON LUNG. Ambrose 
Glidden (left) and Doc Stairet, electric company off- 
cials, ran a community drive to get their city an iron 
lung. Here they inspect it with Betty Lou Cox, who 
is now recovering from polio. 











BRAVED FIRE TO RESCUE BABY. [eturning 
from his job in the electric company power plant, 
Stanley Martin traced screams to a burning home. 
Soaking his clothes in a puddle. he entered the smoke 
and fire twice before finding litthe Lucinda Gladding. 





HELPS BUILD GOOP CITIZENS. Off-hours from 
his power company service job, John O’Connell is 
boxing coach for his church youth organization, 
building health and self-confidence in youngsters, deal- 
ing knockout blows to juvenile delinquency. 




















Our revolutionary idea in new cars 


You put asquare peg in a square hole, 
and a round peg in a round hole. That’s 
common sense. Add real creative imagi- 
nation in research and engineering to 
that kind of common sense . . . and you 
have the combination that sparked a 
revolutionary trend in car building 25 
years ago at Chrysler Corporation. 

When we introduced the high com- 
pression engine in 1924, that was com- 
mon sense plus imagination in research 
and engineering . . . though it was said 
to be revolutionary. 

When we pioneered hydraulic four- 
wheel brakes in 1924... when we were 
first with all-steel car bodies . . . when 
long ago we introduced Floating Power, 
Automatic Overdrive Transmission, 
Fluid Drive, and many other great 
Chrysler Corporation firsts, they were 
called revolutionary, too. 


To us the important thing was not 


Again you get the good things first 
from CHRYSLER CORPORATION 


what these developments were called— 
but what they did! How they influenced 
the other car manufacturers who adopted 
or adapted them! And most of all, how 
these developments led directly to 
the four wonderful: new cars we'll be 
introducing. 

Certainly advances by Chrysler Cor- 
poration engineering and research 
paced the trend towards cars that are 
easier to stop, safer to drive. More com- 
fortable. More convenient. Cars with 
better pick-up, gasoline economy, and 
smoother performance. They were de- 
velopments that called for engineering 
imagination aplenty... and especially 
for common sense. 

Again and again we've brought you 
the good things first through imagina- 
tion and common sense in Chrysler Cor- 
poration engineering. We’ve always 
engineered our cars from the inside out 


WATCH FOR THE NEW PLYMOUTH "E.3 


DODGE 





—pioneering the advances in safety, 
comfort, convenience, and performance 
—and then creating outside beauty that 
reflects the good, sound engineering 
underneath. 

Now we are making preliminary 
preparations to introduce 4 beautiful 
new cars that carry our trend in new 
car design still further ahead. 

They are engineered with imagination 
and common sense . . . and they look it. 

They bring you automobile improve- 
ments that are basic to your safety and 
comfort . . . and they look it. 

A few pilot models have started 
down the assembly lines. And we can 
tell you this, they more than live 
up to our expectations. The beautiful, 
well-bred new Plymouth, Dodge, 
De Soto, and Chrysler cars are a won- 
derful next step in the revolution in car 
design we started 25 years ago. 
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32D PRESIDENT OF U.S. TAKES OVER 
BIGGEST PEACETIME GOVERNMENT 


Truman Budget is 7,000 Times That of 1790 


President Truman, starting his 
first full term, takes on for four 
years the biggest Government job 
in peacetime history. 

U.S. President now bosses 
3,700,000 employes, controls bil- 
lions of dollars, makes decisions 
felt around the world. 

To handle the job, Mr. Truman 
has excellent health at 64. Exer- 
cise and diet keep him fit despite 
hard work, long hours. 


Harry Truman, 32d man to hold the 
U.S. Presidency in 160 years, is re- 
newing his contract for the job in an 
inaugural ceremony that rubs elbows 
with history at every turn. Mr. Tru- 
man’s new contract runs from Jan. 
20, 1949, until noon of Jan. 20, 1953. 

Mr. Truman is only the third man 
in history to inherit the job he has 
and then go on to win title to the 
job on his own. Theodore Roosevelt 
and Calvin Coolidge were the two 
others. But no peacetime President 
has held a job with the power and 
importance that the Presidency has 
taken on and will continue to hold 
during the four years ahead. 

The pomp and ceremony of his 
inauguration place Mr. Truman at 
the head of one of the biggest es- 
tablishments in the world. Only 
Joseph Stalin can compare to him 
in power, and Mr. Stalin’s Russia 
lacks a Government as highly de- 
veloped, with the checks and bal- 
ances and delicate controls, as the 
one that Mr. Truman has to manage. 

The organization that Mr. 
Truman heads is a huge and grow- 
ing one. Its power is felt in all parts 
of the world. 

The President commands 2,100,- 
000 civilian employes and 1,600,000 
men in uniform. He directs the 
greatest Air Force and Navy in the 
world—with jet planes and atom 
bombs at their disposal. He heads 


JANUARY 21, 1949 


a nation of 147,000,000 people and his 
Government is running affairs for 79,- 
000,000 Japanese and 17,800,000 Ger- 
mans in American-occupied areas. 

His nation has come a long distance 
from the days of George Washington 
when it had a few hundred employes, a 
few companies of soldiers in straggling 
frontier forts and 3,900,000 citizens. Mr. 
Truman is President of four times as 
much area, 37 times as many people and 
his Government collects 7,000 times as 
much revenue as did that of Washington. 

But the Government that Mr. Truman 
heads is the end product of the actions 
of all the Presidents who have gone 
before him. 

In his job, in his daily living and in 
his inaugural ceremonies, Mr. Truman is 
surrounded by history and is a part of it. 
The very perquisites of his job have 
grown up out of history. 


*e eee ner 





4 YEARS AGO 
. . . from inheritor to winner 


—Harris & Ewing 


His pay is an example. Presidents got 
$25,000 from George Washington until 
Ulysses S. Grant’s second Administration. 
They got $50,000 from Grant until Wil- 
liam Howard Taft. Pay was set at $75,- 
000 in 1909, before the income tax 
amendment came. Theodore Roosevelt 
got the first travel allowance in 1907. 

Other presidential helps have grown 
up through the years. Mr. Truman lives 
in a rent-free house—as have all Presi- 
dents since Washington, who insisted on 
paying his own rent. Mr. Truman has a 
physician, a social secretary, an adviser 
on customs and social usage, numerous 
other secretaries, a retinue of Secret Serv- 
ice men ‘and police, a special train, a 
yacht and an airplane. 

About a third of his pay goes for taxes. 
He must pay for the food consumed by 
his family and by 25 servants and droves 
of guests. He pays the salaries of a few 
of the servants, such as cooks. He 
must buy clothes for himself, for 
Mrs. Truman and their daughter, 
Margaret, to fit them for social func- 
tions. He must give to charity and 
to his party. 

Until the Republican Congress 
cut taxes—in a bill which Mr. Tru- 
man vetoed—the President was not 
breaking even. In his new term, 
with a pay raise, he may be able to 
save money. In the days before 
Franklin D. Roosevelt, Presidents 
did not pay income taxes. Calvin 
Coolidge saved money in the White 
House. But the cost of living was 
not at its present heights then. 

The White House, where the 
President lives usually, is packed 
with 148 years of history. It was 
built by plans adapted from the 
home of an Irish duke near Dublin, 
and John Adams moved in with his 
wife, Abigail, in 1800 before the 
plaster was dry. Laborers still lived 
in shacks on the grounds and re- 
fused to move because they had no 
place to go. 

The house then was called the 
President’s Palace. It stood in a 
half-drained marsh covered with 
alder bushes. A few farmhouses 
and tree stumps stood between it 
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Our revolutionary idea in new cars 


You put asquare peg in a square hole, 
and a round peg in a round hole. That’s 
common sense. Add real creative imagi- 
nation in research and engineering to 
that kind of common sense . . . and you 
have the combination that sparked a 
revolutionary trend in car building 25 
years ago at Chrysler Corporation. 

When we introduced the high com- 
pression engine in 1924, that was com- 
mon sense plus imagination in research 
and engineering . . . though it was said 
to be revolutionary. 

When we pioneered hydraulic four- 
wheel brakes in 1924... when we were 
first with all-steel car bodies . . . when 
long ago we introduced Floating Power, 
Automatic Overdrive Transmission, 
Fluid Drive, and many other great 
Chrysler Corporation firsts, they were 
called revolutionary, too. 


To us the important thing was not 


Again you get the good things first 
from CHRYSLER CORPORATION 


what these developments were called— 
but what they did! How they influenced 
the other car manufacturers who adopted 
or adapted them! And most of all, how 
these developments led directly to 
the four wonderful: new cars we'll be 
introducing. 

Certainly advances by Chrysler Cor- 
poration engineering and research 
paced the trend towards cars that are 
easier to stop, safer to drive. More com- 
fortable. More convenient. Cars with 
better pick-up, gasoline economy, and 
smoother ai Io They were de- 
velopments that called for engineering 
imagination aplenty... and especially 
for common sense. 

Again and again we've brought you 
the good things first through imagina- 
tion and common sense in Chrysler Cor- 
poration engineering. We've always 
engineered our cars from the inside out 
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—pioneering the advances in safety, 
comfort, convenience, and performance 
—and then creating outside beauty that 
reflects the good, sound engineering 
underneath. 

Now we are making preliminary 
preparations to introduce 4 beautiful 
new cars that carry our trend in new 
car design still further ahead. 

They are engineered with imagination 
and common sense . . . and they look it. 

They bring you automobile improve- 
ments that are basic to your safety and 
comfort .. . and they look it. 

A few pilot models have _ started 
down the assembly lines. And we can 
tell you this, they more than live 
up to our expectations. The beautiful, 
well-bred new Plymouth, Dodge, 
De Soto, and Chrysler cars are a won- 
derful next step in the revolution in car 
design we started 25 years ago. 
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32D PRESIDENT OF U.S. TAKES OVER 
BIGGEST PEACETIME GOVERNMENT 


Truman Budget is 7,000 Times That of 1790 


President Truman, starting his 
first full term, takes on for four 
years the biggest Government job 
in peacetime history. 

U.S. President now bosses 
3,700,000 employes, controls bil- 
lions of dollars, makes decisions 
felt around the world. 

To handle the job, Mr. Truman 
has excellent health at 64. Exer- 
cise and diet keep him fit despite 
hard work, long hours. 


Harry Truman, 32d man to hold the 
U.S. Presidency in 160 years, is re- 
newing his contract for the job in an 
inaugural ceremony that rubs elbows 
with history at every turn. Mr. Tru- 
man’s new contract runs from Jan. 
20, 1949, until noon of Jan. 20, 1953. 

Mr. Truman is only the third man 
in history to inherit the job he has 
and then go on to win title to the 
job on his own. Theodore Roosevelt 
and Calvin Coolidge were the two 
others. But no peacetime President 
has held a job with the power and 
importance that the Presidency has 
taken on and will continue to hold 
during the four years ahead. 

The pomp and ceremony of his 
inauguration place Mr. Truman at 
the head of one of the biggest es- 
tablishments in the world. Only 
Joseph Stalin can compare to him 
in power, and Mr. Stalin’s Russia 
lacks a Government as highly de- 
veloped, with the checks and bal- 
ances and delicate controls, as the 
one that Mr. Truman has to manage. 

The organization that Mr. 
Truman heads is a huge and grow- 
ing one. Its power is felt in all parts 
of the world. 

The President commands 2,100,- 
000 civilian employes and 1,600,000 
men in uniform. He directs the 
greatest Air Force and Navy in the 
world—with jet planes and atom 
bombs at their disposal. He heads 
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a nation of 147,000,000 people and his 
Government is running affairs for 79,- 
000,000 Japanese and 17,800,000 Ger- 
mans in American-occupied areas. 

His nation has come a long distance 
from the days of George Washington 
when it had a few hundred employes, a 
few companies of soldiers in straggling 
frontier forts and 3,900,000 citizens. Mr. 
Truman is President of four times as 
much area, 37 times as many people and 
his Government collects 7,000 times as 
much revenue as did that of Washington. 

But the Government that Mr. Truman 
heads is the end product of the actions 
of all the Presidents who have gone 
before him. 

In his job, in his daily living and in 
his inaugural ceremonies, Mr. Truman is 
surrounded by history and is a part of it. 
The very perquisites of his job have 
grown up out of history. 
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4 YEARS AGO 
- . . from inheritor to winner 


His pay is an example. Presidents got 
$25,000 from George Washington until 
Ulysses S. Grant’s second Administration. 
They got $50,000 from Grant until Wil- 
liam Howard Taft. Pay was set at $75,- 
000 in 1909, before the income tax 
amendment came. Theodore Roosevelt 
got the first travel allowance in 1907. 

Other presidential helps have grown 
up through the years. Mr. Truman lives 
in a rent-free house—as have all Presi- 
dents since Washington, who insisted on 
paying his own rent. Mr. Truman has a 
physician, a social secretary, an adviser 
on customs and social usage, numerous 
other secretaries, a retinue of Secret Serv- 
ice men ‘and police, a special train, a 
yacht and an airplane. 

About a third of his pay goes for taxes. 
He must pay for the food consumed by 
his family and by 25 servants and droves 
of guests. He pays the salaries of a few 
of the servants, such as cooks. He 
must buy clothes for himself, for 
Mrs. Truman and their daughter, 
Margaret, to fit them for social func- 
tions. He must give to charity and 
to his party. 

Until the Republican Congress 
cut taxes—in a bill which Mr. Tru- 
man vetoed—the President was not 
breaking even. In his new term, 
with a pay raise, he may be able to 
save money. In the days before 
Franklin D. Roosevelt, Presidents 
did not pay income taxes. Calvin 
Coolidge saved money in the White 
House. But the cost of living was 
not at its present heights then. 

The White House, where the 
President lives usually, is packed 
with 148 years of history. It was 
built by plans adapted from the 
home of an Irish duke near Dublin, 
and John Adams moved in with his 
wife, Abigail, in 1800 before the 
plaster was dry. Laborers still lived 
in shacks on the grounds and re- 
fused to move because they had no 
place to go. 

The house then was called the 
President’s Palace. It stood in a 
half-drained marsh covered with 
alder bushes. A few farmhouses 
and tree stumps stood between it 
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and the Capitol. Thomas Jefferson re- 
fused to move in until Congress promised 
more money to repair the place. 

Through the years it changed. It was 
burned by the British in 1814, restored 
and its fire-blackened walls painted 
white to hide the scars. Andrew Jackson 
built stables, Millard Fillmore put in cen- 
tral heating. James Buchanan added a 
greenhouse. Theodore Roosevelt put 
wings on each side and installed offices. 
William Howard Taft put in an elevator. 
Herbert Hoover did away with the stables. 
Franklin D. Roosevelt enlarged the of- 
fices, And Mr, Truman built a balcony. 

Too much weight got crowded into 
the building. It now is about to collapse. 
Th> East Room ceiling is propped up. 
Wide cracks show in supporting beams. 
Architects say they must lay deeper 
foundations and rebuild the structure. 
It will cost from $4,000,000 to $10,000,- 
000, and Mr. Truman will not get back 
into it until 1950. 

To run the White House and its busi- 
ness establishment costs the Government 
almost $2,000,000 a vear. Of _ this, 
$1,375,000 goes for the business office 
of the Executive Department. Another 
$307,000 a year maintains the 107 men 
on the White House police force who 
guard the grounds, And it takes about 
$230,000 a year to keep up the house and 
grounds and run the personal establish- 
ment of the Chief Executive. 

Blair House. While the White House 
is being repaired, Mr. Truman lives in 
the Blair House, a four-storied, Georgian 
structure diagonally across Pennsylvania 
Avenue from the Executive Mansion. It 
was bought for $180,000 in 1942 for the 
State Department to use in housing for- 
eign visitors, For 106 years it belonged 
to the family of Francis Preston Blair, an 
intimate adviser of Andrew Jackson. 

On his travels, the President may use 
the special plane that the Army assigns 
to him. He may cruise on his yacht, the 
Williamsburg. Or he may travel leisurely 
about the country on the Ferdinand 
Magellan, his private railroad car. If he 
goes on business, the cost is paid by the 
Government. 

All of these perquisites were inherited 
from his predecessor. Franklin Roosevelt 
was the first President to fly. But Mr. 
Roosevelt, himself, inherited the custom 
of using a presidential yacht, as well as 
that of using a private railroad car. 

At the outbreak of the second World 
War, however, the Ferdinand Magellan 
was fitted out by the railroads for presi- 
dential use. It is a massive Pullman, 
especially equipped with radio and tele- 
phone connections, has bulletproof win- 
dows three inches thick and is sheathed 
in armor plate. It was assigned to presi- 
dential use in 1941. The Government 
bought it for $10 in 1946. 
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WASHINGTON: THE FIRST 
The inaugural ceremony has been carved by history... 


In his daily living, Mr. Truman likes 
quiet. He calls his wife “missy,” his 
daughter “Margie.” He walks to work 
from the Blair House, likes to take brisk, 
early-morning walks, tries to get into the 
White House pool (built by public sub- 
scription for Mr. Roosevelt) for a swim 
three or four times a week. His doctor 
says he is one of the healthiest men who 
have ever been in the White House. 

The President weighs about 175, seven 
pounds less than soon after he went into 
the White House, 10 pounds more than 
when he was a Senator. He eats no 
pastries or heavy food, keeps to a diet 
worked out by his doctor, takes a nap of 
an hour after lunch, does not drink cof- 
fee, never smokes, rarely takes a drink. 

Farm life as a youngster brings Mr. 





LINCOLN: THE SIXTEENTH . 


Truman out of bed at 5:30 a.m. He 
works in his study from 6 to 8 a.m, 
breakfasts. He is in his office from 8 a.m. 
until 1 p.m., from 3 p.m. until he finishes. 
After dinner, he often works in his study 
until 11 p.m. 

Age. Mr. Truman is 64. Only four 
Presidents have been that old when in- 
augurated. They were Andrew Jackson, 
65, at his second term; William Henry 
Harrison, 68; Zachary Taylor, 64; and 
James Buchanan, 65. Presidents Jackson 
and Buchanan served out their terms. 
The others died in office. 

If Mr. Truman should die during his 
term of office, he would be succeeded by 
Vice President Alben W. Barkley, who 
now is 71. 

When he ends his term, Mr. Truman 
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WILSON: THE TWENTY-SEVENTH 


. .. and altered to fit the times as the nation grew 


will be 68. Fifteen of the 31 Presidents 
who went ahead of him served their 
terms and lived beyond that age. A six- 
teenth, Mr. Harrison, was that old when 
inaugurated. The 15 others died at a 
younger age. Of these, nine died after 
leaving the White House, six while in 
office. Of the six, Zachary Taylor, War- 
ten G. Harding and Franklin D. Roose- 
velt died of natural causes. Abraham 
Lincoln, James A. Garfield and William 
McKinley were assassinated. William 
Henry Harrison also died in office but 
he was 68. 

Secret Service. The three assassina- 
tions came before Secret Service men 
were assigned to protect Presidents. Not 
until Leon Czolgosz shot William Mc- 
Kinley at Buffalo, N. Y. was the Secret 
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. . . AND THE ‘PRES.DENT’S HOUSE’ LOOKED 


Service given this job. Nowadays the 
Secret Service men are always with the 
President. When he makes a_ speech, 
they stand with backs to him, facing the 
crowd. 

Such riots as occurred at the inaugural 
receptions of Presidents Jackson and 
Grant cannot happen with the Secret 
Service around. Mr. Jackson was pushed 
aside, crushed against a wall, by a mob 
rushing for tubs of punch and tables of 
food. Friends linked arms to protect him. 
Furniture was ruined and _ glasses 
smashed. 

At General Grant’s reception, women, 
caught in the jammed hallways, fainted. 
The crowd broke down a door to the 
kitchen and was halted by an irate cook 
with a pan of dirty dish water. The food 
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LIKE THIS 





was terrapin, stewed oysters, salmon, 
venison, mutton, cold game, spiced beef, 
wild turkey, partridge, quail, lobster and 
ham, But few could get to the food. 

Inaugurals have put color and spar- 
kle across the pages of history. And they 
have reflected the inventive genius of 
the nation. Between 5,000,000 and 10,- 
000,000 Americans will see Mr. Truman 
inaugurated over television screens in a 
land that is dotted with plants that turn 
out billions of dollars of manufactures 
each year. 

But when John Adams went to Phila- 
delphia for his inauguration in 1797, the 
best gift a Massachusetts town could 
think of was a home-manufactured suit. 
James Madison wore at his inauguration 
in 1809 a black suit made of wool of 
American sheep to encourage home in- 
dustry. 

The day John Quincy Adams was in- 
augurated in 1825 a man created a stir 
by riding an imported velocipede down 
Pennsylvania Avenue. That same day 
another man in the crowd dipped a 
splinter tipped with brimstone into a lit- 
tle metal box. The splinter sprang into 
flame and the man lit his pipe with it. 
That was the first match. 

While James K. Polk spoke in the rain 
in 1845, the story of his speech was be- 
ing sent to Baltimore by Professor Samuel 
F. B. Morse, who set up his little tele- 
graph instrument on a platform on the 


, portico of the Capitol. Mr. Truman will 


speak into microphones that will carry 
his words into millions of homes across 
the country. 

Custom helped to make the inaugural 
ceremony for Mr. Truman. It has been 
carved by history and altered to fit the 
times. Mr. Truman takes the oath on a 
stand at the east side of the Capitol and 
speaks to an outdoor crowd. 

But the first Presidents were given the 
oath of office and spoke indoors to either 
the House or the Senate. James Monroe 
brought it outdoors in 1817 because of 
a squabble between the House and Sen- 
ate over the handling of seats for James 
Madison’s inaugural. There were charges 
of graft. 

John Quincy Adams took it back in- 
doors in 1825 and was inaugurated in 
the House chamber, the same room in 
which he died years later while a mem- 
ber of the House. Andrew Jackson moved 
it out again in 1829 so that his people 
could see him. It has stayed there since, 
in sun or rain, snow or sleet, with one 
or two exceptions. 

There Mr. Truman takes the oath as 
he leads the Democrats into their 17th 
year of power. More people have their 
eyes on him on that day and in the 
days ahead than ever before. The great- 
est responsibilities in the world rest 
upon him. 
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A CABINET SHAKE-UP AHEAD? 


Truman Reluctance to Change Top Advisers 


Truman innner circle is to stay 
just about as is. Slight shifts in 
policy are not to mean shifts in 
people. 

Marshall resignation is likely 
to be the biggest change in quite 
a while. Those who want a house 
cleaning get little heed. 

President, in new term, likes 
old friends around. Many jobs 
will be revamped a bit, but the 
same men will hold them. 


Big jobs for new people in the Tru- 
man Administration are turning out to 
be few. Instead of reshuffling the Cabi- 
net and other top officialdom, Mr. Tru- 
man is deciding to ride along with 
pretty much the same men who served 
him in the past. 

After the election and as inauguration 
approached an impression spread that 
changes would be made. Some officials 
had done little to help the Truman cam- 
paign. The positions of some others were 
thought to be endangered by a leftward 
turn in the Administration. Expectation 
of broad replacements was heightened 
by the resignation of Secretary of State 
George C. Marshall. But deserving Dem- 
ocrats, hungrily eying big jobs, find Mr. 
Truman in no mood for a house cleaning. 

The President, instead, likes to have 
people around him with whom he is well 
acquainted and with whom he _ has 
worked. He fails to react to the argument 
of some people that he must reward 
labor leaders, or bring back old-time 
New Dealers, or search for New Dealers 
of his own in building an Administration 
purely his own. The new term, in conse- 
quence, is to have pretty much the same 
appearance as the old, where top ad- 
ministrators are concerned. Any changes 
are to come slowly. One or two Cabinet 
members may go sooner or later, and 
two agencies, now independent, may get 
the status of departments, with chiefs of 
Cabinet rank. For the most part, how- 
ever, the list of top individuals seems 
fairly well set. 

Military influence is to decline. The 
choice of Dean Acheson to be Secretary 
of State reflects a shift of power in for- 
eign affairs back to the White House and 
State Department, away from military 
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commanders in occupied nations and 
from military men in key spots at home. 
Mr. Marshall, himself a leading general 
and a hero of two wars, is said to have 
complained at times of the tendency of 
military men to try to dominate policy. 

President Truman is to take more 
direct responsibility in the future for the 
policy that U.S. follows toward the out- 
side world. Mr. Acheson will influence 
that policy and execute it. But*the day 
when the Secretary of State told the 
President what the policy was, after it 
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was set, probably is past. It is probable 
that military dominance within the Na- 
tional Security Council will be altered. 
There is the prospect, too, that the top 
U.S. advisers on policy toward Russia— 
Charles Bohlen and George Kennan— 
sooner or later will give way to others. 
These advisers have had one idea, the 
idea of “containing” Russian Commu- 
nism. Inasmuch as Communism has been 
flowing freely over Asia and some other 
areas, there now will be some variations 
in the theme. 

In foreign affairs, Mr. Truman 
gradually is to bring changes both in 
policies and in key personnel. The job of 
trying to streamline the Department of 
State into an effective agency designed to 
carry out foreign policy is being turned 
over to the new Under Secretary James 
E. Webb, who has been Budget Director 
and a close associate of Mr. Truman. 


In military affairs, however, th 
President intends to move slowly. Jame; 
Forrestal is to continue as Secretary o 
Defense. When Mr. Forrestal let this be 
known after a conference with Pres:den 
Truman, many within the White Hous 
group were a little taken aback. They 
had expected big changes in the top 
echelon of the Military Establishment 
The fact is, however, that the P:esident 
finds the hard-working and efficient Mr 
Forrestal of great use to him at a time 
when it is necessary to start getting 3 
firmer hold on the military. 

With Mr. Forrestal staying on, it i 
taken for granted that Kenneth C. Royal 
will continue as Secretary of the Army 
W. Stuart Symington as Secretary of the 
Air Force and John L. Sullivan as Navy 
Secretary. It is regarded as doubtfu 
whether this combination will last throug 
the full new term, however. 

In policy making, the Presiden| 
turns to old hands, too. Fred M. Vinson 
Chief Justice of the United States, is Mr 
Truman’s closest and most influential ad 
viser on policy. The- Chief Justice is ; 
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mid-road New Dealer, skilled in politic Mr. 
and national affairs. The President takeq§ yideq 
most problems to him sooner or later. The gy ¢, 
assumption is that Mr. Truman woulc equive 
like to see Chief Justice Vinson as the welfa: 
party nominee in 1952. Works 

John Snyder, Treasury Secretary, req Securi 
mains a very close friend and adviser off ‘the fir: 


the President. Mr. Snyder's influence is o1 
the conservative side. He finds himsel 
sniped at by the New Deal wing of the 
Administration, but remains as influential 
as ever. In matters of economic policy, 
Mr. Truman pays an increasing amount of 
attention to Edwin G. Nourse, Chairman 
of his Council of Economic Advisers. 
Leon H. Keyserling, one of the three 
members of that Council, leans more te 
the New Deal side than does Mr. Nourse 

Clark Clifford, the President’s Specia 
Counsel, is influential in promoting 2 
New Deal viewpoint on issues of eco 
nomic policy. But there is no organizec 
group of New Dealers in the Truman Ad- 
ministration comparable to the group in 
the Roosevelt Administration. 

President Truman, instead, tends to 
delegate policy making in many fields to 
the Cabinet officers in charge. Charles F. 
Brannan, for example, has a rather free 
hand in running the Department of 
Agriculture and in shaping the Adminis- 
tration farm policy. In labor matters, 
Secretary Maurice }. Tobin ranks high 
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both with the President and the unions. 
Mr. Truman is intent upon rebuilding the 
power of the Department of Labor. Tom 
Clark, Attorney General, is one who holds 
a place among the inner White House 
group. There is a chance that Mr. Clark 
may leave the Cabinet later of his own 
yolition to enter private practice of law. 


ff that should happen, Clark Clifford 
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tee 18 @ would expect to inherit that position. 
politic Mr. Truman probably will be pro- 


vided with two new Cabinet positions to 
fill. Congress is expected to create the 
equivalent of a Department of Public 
Welfare and a Department of Public 
Works. Oscar R. Ewing, present Federal 
Security Administrator, is in line to head 
the first department and Maj. Gen. Philip 
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CLARK CLIFFORD 


... the influential voices are the familiar ones 


B. Fleming, a New-Deal-minded Army 
engineer, the second. General Fleming 
has headed the Passamaquoddy Project, 
the Resettlement Administration and the 
Wage-Hour Administration, and now 
is Federal Works Administrator. Mr. 
Ewing, in addition to being a successful 
businessman, is a successful Democratic 
politician. Republicans may not be 
happy to see a practical politician head 
a welfare program that Mr. Truman 
hopes will cover 125,000,000 people. 
There are two Cabinet members 
whose tenure is uncertain. Julius A. 
Krug, Secretary of the Interior, finds that 
there are claimants for his job. The 
White House group also has indicated 
that it looks for an eventual successor to 
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MAURICE TOBIN 


Charles Sawyer, Secretary of Commerce, 
but he expects to remain for a while. 

President Truman finds it difficult to 
be hard boiled in his personnel relations. 
He recognizes that some of his top aides 
did little for him in the last campaign 
and at times has felt bad over this fact. 
He knows, too, that the New Deal wing 
of the party has expected rewards as a 
result of the November victory. Yet the 
President is slow to nudge out of office 
those who did not take too optimistic a 
view of his political future. He is equally 
slow to promote those expecting reward. 

Change in top personalities, as a re- 
sult, is to come gradually, not all at 
once. The shake-up that many predicted 
is to be slow, if it occurs at all. 
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Job-hunting Democrats may find the turnover slow 
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Why Home Building Lags: 
Hope of Downturn in Price 


Big rush to build houses is 
slowing down. Lagging sales for 
new homes, cost uncertainties, 
are making builders wary. 

Sharp drop in building permits 
shows the trend. New projects, 
too late to catch the boom, are 
being shelved. 

Construction costs are turning 
down. Labor is easier to get. 
Building a private home in 1949 
may be a bit cheaper. 


What amounts to a buyers’ strike on 
new houses is causing a slowdown in 
the housing boom at this time. Builders 
often are shelving their plans until they 
feel more certain about the course of 
materials prices, wages, consumer de- 
mand, Government housing programs. 
A year ago they were rushing out to 
build houses for speculative sale with- 
out worrying much about either costs 
or demand. 

The change in attitude is reflected in 
a big drop in building permits for houses 
and apartments in most of the larger 
cities. The drop was expected after the 
record-breaking activity of 1948, but de- 
clines are greater than anticipated in 
many areas. There are other straws in 
the wind pointing to changes in the house- 
building picture of interest to anyone 
planning to buy or build a new home. 

Lumber prices are lower, and reduc- 
tions are showing up on some types of 
building board, oil burners, some other 
items of standard equipment going into 
houses. 

Labor costs are down slightly here 
and there, with premium pay and bonuses 
increasingly rare. A contractors’ associa- 
tion in Cleveland, Ohio, has notified 
bricklayers that premiums will not be paid 
in the coming building season, that $19 
for 8 hours of work is to be standard pay 
for the future. Bricklayers were getting 
$30 a day and more in some places last 
summer. A contractor in an Eastern city 
reports bids as low as 20 per cent under 
former quotations on brick work. A drop 
in costs of electrical installations is re- 
ported too, in some areas. 

Efficiency on the job is rising because 
of greater availability of labor and mate- 
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rials. Contractors are renewing arrange- 
ments with architects, asking for jobs, 
talking of cost decreases to be passed 
along to people who build houses this 
spring. Competitive bidding is returning. 

Construction costs are tending down- 
ward as a result of lower lumber prices 
and the reappearance of standard prac- 
tices in building operations. One index 
shows that residential building costs were 
220.3 per cent of the 1939 level in Sep- 
tember, 218.9 in October, 215.1 in No- 
vember. The downturn was small, but it 
marked the first reversal of the postwar 
upward trend. Since November, prices 
of lumber have continued to decline. 

What happens next to construction 
costs will determine the volume of hous- 
ing built in 1949 and the prices charged 
for it. Many builders are counting on at 
least a small decline in costs, and some 
of them talk about drastic reductions. 

The uncertainty explains the caution 
over scheduling of work. Out of 24 cities 
listed in the accompanying table, 18 re- 
ported declines in dwelling units author- 
ized in December, 1948, compared with 
December, 1947. Increase in New York 
City was due to authorization of 2,033 
public-housing units. Permits for pri- 
vately financed housing dropped sub- 
stantially from 1947 levels. 

This gives builders in those areas a 
much smaller backlog of work than ‘they 
had a year ago. It is the kind of slow- 
down that will bring more pressure for 
lower prices all along the line. 

Materials suppliers already are feel- 
ing this pressure, and they expect it to 
increase, Price “readjustments” are pre- 
dicted freely, though nobody seems to 
look for big reductions soon. General be- 
lief is that prices that have risen fastest 
will be the first to go down. 

Lumber prices reached a peak 40 per 
cent above the December, 1946, level 
last August, then began to slide down. 
Brick and tile prices went up 22 per cent 
in the same period and have continued 
to rise. Cement prices rose 24 per cent 
and are not declining. Plumbing and heat- 
ing equipment costs about 37 per cent 
more than two years ago. 

Materials are more abundant than at 
any time since the war ended. Cast-iron 
pipe, cement, gypsum board and lath, 
nails and radiators are about the only 
items in which shortages have existed in 
recent months. Even these shortages will 
disappear unless building activity rises 
rather quickly this spring. 





DROP IN BUILDING PLANS 
Table below indicates the slacken- 
ing of housebuilding activity now oc- 
curring in most principal cities. The 
record of dwelling units authorized 
for individual cities, excluding sub- 
urbs, is compiled by the Bureau of 
Labor Statistics as follows: 
Dec. Dec. Per Cent 
1947 1948 Change 
Austin, Tex. 154 1381 — 15 
Baltimore 333 lll — 67 
Chicago 363 ° 318 — 14 
Dallas 808 208 — 74 
Denver 222 105 — 53 
Detroit 551 233 — 58 
Fort Worth 296 206 — 30 
Houston 510 281 — 45 
Long Beach, 

Calif. 413 377 — 9 
Los Angeles 2,155 1,825 — 15 
Memphis 283 154 — 46 
Miami 273 430 + 57 
Milwaukee 126 191 + 51 
New Orleans 97 217 +124 
New York 1,041 2,665 +156 
Norfolk 50 38 — 24 
Philadelphia 549 439 — 20 
Portland, Ore. 224 126 — 44 
San Antonio 410 419 4+ 2 
San Diego 348 250 — 25 
San Francisco 308 206 33 
Seattle 394 112 — 72 
Washington, 

D.C. 126 417 +230 
Wichita, Kans. 204 143 — 30 











Wage rates are not expected to go 
down, but widespread increases are not 
foreseen either. Some local building- 
trades wage contracts are geared to the 
cost of living, which is turning down- 
ward. Elsewhere, the return of compe- 
tition for jobs may keep wages from 
rising. Seasonal unemployment is re- 
ported to be much more noticeable this 
winter than last. 

Plasterers and masons, for example, 
are actively seeking work in several 
Eastern cities. Carpenters in Colorado 
and California are reported to be com- 
plaining of unemployment. New York 
State counts about 20,000 building- 
trades mechanics among its unemployed. 
Meanwhile, supply of skilled building 
labor is beginning to rise. During 1948, 
a 16 per cent increase in building-trades 
apprentices was recorded, bringing the 
total to an all-time high of 130,000, 

Prospects for 1949 at this time, 
thus, include the promise of some de- 
cline in construction costs. People who 
plan to build houses for their own use get 
the hope of some price relief. Government 
planners hope the decline, if it mate- 
rializes, will touch off a boom in low- 
priced housing. Government financing 
aids are being readied to tempt build- 
ers into that field. But all signs suggest 
that the building industry is showing more 
than normal caution in 1949, and a big 
building year is not yet assured. 
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Rise in Government spending is 
to continue. New outlays of $45,- 
000,000,000 won't do everything 
Mr. Truman wants to do. 

Rearmament, foreign aid take 
a $21,000,000,000 bite. Veter- 
ans’ aid, other costs of past wars 
take $11,000,000,000 more. 
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High budget still will not 
finance all social security, public 
works, subsidies planned. Costs 
are heading up, not down. 


A sharp rise in spending by Gov- 
ernment is under way. This rise is due 
to continue at least until mid-1950, and 
may go on from there. 

More dollars are to be spent by the 
Federal Government in the year that 
begins next July 1 than were earned by 
all of the American people in 1933. Mr. 
Truman, in his official budget, sets up 
spending plans for that year totaling 
$41,858,000,000. 

And that does not cover everything. 
For example, the estimated $2,000,000,- 
000 that veterans are to get in refunds 
of insurance premiums is not reflected in 
the budget. Neither is much of the money 
under Government social programs. 
Count in these unbudgeted items, and 
total spending for the year beginning 
July 1 comes to well over $45,000,000,000. 

Where all these dollars go is a mystery 
to many people. They are dollars that 
help to feed the boom, dollars that put 
the Government more and more deeply 
into the daily lives of the people. 

The Pictogram on pages 18 and 19 
helps to clear up the mystery of rising 
outlays of Government dollars. 

Armament at home and aid to 
other countries account for $21,000,000,- 
000 out of the total budget. That is half 
the money the Government plans to 
spend during the coming fiscal year, Yet 
both the military services and foreign 
nations want more money than they are 
scheduled to get. 

Armed services, down for $14,300,- 
000,000 wanted $23,500,000,000, 

Other countries, largely in Europe, are 
to get $6,700,000,000, which is less than 
they are getting in this fiscal year, ending 
next June 30, 
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FEDERAL COSTS: HIGHER, HIGHER 





Plans for Still Bigger Spending After 1950 


There is nothing in either of these 
figures for lend-lease of arms to Europe. 
A lend-lease plan to be offered by Mr. 
Truman, if approved, will add at least 
$500,000,000 to federal spending. 

Veterans’ aid and interest on the 
public debt, as projected for the new 
fiscal year, are to cost $11,000,000,000. 
This amount is divided equally between 
the two, These are costs that grow out of 
past wars, just as armament and foreign 
aid are costs that relate directly or in- 
directly to possible future wars. 

Benefits to veterans are to decline 
about $1,300,000,000 from the present 
year, That drop, however, will be more 
than offset by payment of insurance re- 
funds, which will assure veterans a con- 
tinuing supply of cash. 

All other costs of Government 
amount to less than $10,000,000,000 out 
of the new budget. This means three 
fourths of all dollars spent by Govern- 
ment go toward paying costs of past wars 
or of- getting set for any future war. 

In the other costs of Government, the 
ones that make up the remaining one 
fourth of the budget, there are some that 
promise to grow year after year. 

Social security is just getting started. 
Mr, Truman wants to spread the system 
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out, cover about 125,000,000 persons, 
set up new programs, make it a real 
cradle-to-grave security plan. Then there 
will be bigger benefit payments, higher 
pay-roll taxes for employers and em- 
ployes, higher direct federal outlays for 
programs that are not self-supporting. 

Health insurance, one of the programs 
Mr. Truman wants, is down for only 
$260,000,000 in the year beginning July 
1. Eventually, the cost, to be paid by 
new pay-roll taxes, could run into huge 
figures, Britain’s health-insurance plan 
in the first year is to cost the equivalent 
of around $1,300,000,000 in U.S. money. 
Yet Britain has only a third as many peo- 
ple as this country. 

Disability insurance would be provided 
for nearly everybody who works, This, 
too, would mean new pay-roll taxes. 

Old-age insurance payments would be 
increased, pay-roll taxes increased and 
millions of additional workers covered. 

Unemployment insurance would be 
broadened and payments increased, 

Public-assistance programs for the 
needy aged, for dependent children and 
blind persons would be made more gen- 
erous. These outlays are not supported 
by special taxes. 

Here is a field in which federal costs 
could skyrocket in the next few years. 
Already, the budget figure for social and 
welfare programs is $2,358,000,000, and 
that covers only part of the cost. 

Subsidies of many kinds are to keep 
adding to outlays, getting the Federal 
Government deeper and deeper into 
fields that once were the provinces of 
local governments or private citizens. 

Farmers and the programs the Gov- 
ernment carries on for them are down for 
$1,662,000,000 in the new budget, and 
that may not cover the full cost. Mr. 
Truman places the cost of supporting 
farm prices at only $538,000,000, Ac- 
tually, with a continuing downtrend in 
prices, it could be twice that figure. 

School aid is budgeted for $300,000,- 
000 in the year beginning July 1, and 
that is only a beginning. Eventual costs 
may be many times that amount, 

New school buildings, to be built with 
federal aid, are being discussed. Mr. 
Truman suggests a survey of the need for 
federal money to finance school projects. 

Housing expenditures, if Mr. Truman 
has his way, are to rise sharply. He wants 
$1,500,000,000 over a five-year period 
to make loans and grants for slum clear- 
ance, In addition, he serves notice that 
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he may ask upwards of $2,000,000,000 
in the next seven years to build low-rent 
houses and apartments, The $388,000,- 
000 he puts in the budget for the coming 
fiscal year represents only a modest be- 
ginning of his housing plans. 

Public-works costs, at nearly $3,000,- 
000,000 for the year starting next July 1, 
are at a new peacetime high. They are 
likely to keep rising. Mr. Truman tells 
Congress he has held these costs down 
in programs for the coming year, yet 
all along the line—for rivers and harbors, 
flood control, reclamation, power—costs 
are to rise above those of the current 
fiscal year, He wants money to speed the 
Missouri River Basin program to com- 
pletion by 1955. He wants more power 
developments on the Columbia River. 
He again urges the St. Lawrence Seaway. 
Once more, he asks a big new steam 
power plant for the Tennessee Valley 
Authority. 

These things offer just a spotty sample 
of what the U.S. taxpayer is to be up 
against in years ahead in supporting a 
Government that, at once, is trying to 
feed the world, arm itself and much of 
Europe, and underwrite the incomes and 
living standards of millions at home. 

Spending -and taxing, as set out in 
the budget for the year beginning in mid- 
1949, provide a foretaste of things to 
come. No limit is yet in sight on what 
the Government eventually may be called 
upon to spend for programs now in the 
hands of official planners. 

Some trimming may be done on Mr. 
Truman’s new budget. Representative 
Taber (Rep.), of New York, calls on 
Congress to “cut it down to earth.” Rep- 
resentative Halleck (Rep.), of Indiana, 
calls Mr. Truman’s program a “course 
that leads to bankruptcy.” Senator Byrd 
(Dem.), of Virginia, insists that econo- 
mies should come before tax increases. 

Yet, against these demands for econ- 
omy, there is pressure for still more 
spending. The Air Force wants more 
money, Military lend-lease for Europe 
is a good bet. Farm price supports may 
cost far more than Mr. Truman now esti- 
mates. Chances are that actual spending 
in the coming fiscal year will be some- 
where near the budget figure. 

The question, now being raised in 
Congress by both Republicans and Dem- 
ocrats, is how long taxpayers can support 
a Government that keeps reaching out 
into new fields, keeps adding to costs 
year after year, Eventually, it is argued, 
something will have to give. The Govern- 
ment, according to this view, will have 
to call a halt, or else start raising money 
outside its tax collections—by borrowing 
it from the public or running it off on 
the printing presses, This is to be the 
crux of the congressional battle over the 
Truman New Deal, 
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War Costs and National Defense Take 
Three Fourths of Government’s Spending 


(Federal Budget for Year Ending June 30, 1950) 
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U.S. a Liberal Employer—in Routine Jobs 


But Industry Offers More to Executives 


Salary hikes for top men in 
Government do not mean a gen- 
eral overhaul of federal pay rolls. 

President is due for a raise. So 
is Vice President. But Cabinet 
members, others in high-level 
jobs, are to wait. 

Pay scale for office help al- 
ready is set. It means the U. S. 
Government can compete with 
private employers for stenog- 
raphers, cannot outbid them for 
executive talent. 


The postwar scale of pay of the U. S. 
Government, as the nation’s largest em- 
ployer, is about set. This pay scale, 
ranging from the President down to 
clerks, has its influence upon the level 
of pay offered by other employers. 

Most workers for the Government have 
had three pay raises since prewar years, 
for a total increase that averages 49 per 
cent. No general fourth round of raises 
is contemplated at this time. Instead, the 
President is to be given a quick increase. 
So are the Vice President and the Speaker 
of the House. Other top officials of Gov- 
ernment probably will get substantial in- 
creases later in 1949. The raise that Mr. 
Truman is to receive now is the first for 
the Presidency in 40 years. For other top 
Government jobs it is to be the first raise 
in 23 years. 

President Truman is scheduled to get 
‘a salary and an expense account that to- 
gether will be the equivalent of a $240,- 
000 annual income before taxes. That, in 
other words, is the salary that a corpora- 
tion president would need in order to 
have as much left over after taxes as Mr. 
Truman will have. In addition, the Presi- 
dent will continue to get up to $40,000 a 
year in travel expenses. 

Members of the Cabinet, with jobs 
parallel to those of vice presidents in 
industrial corporations, are expected to 
get $25,000 a year when Congress gets 
around to giving them raises. That 
amounts to a take-home salary of $20,000 
after taxes, for a Secretary who is mar- 
ried. 

These top jobs, however, are not the 
ones that are of most direct interest to 
other employers, or to workers who may 
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be looking around for better jobs. Fewer 
than 400 federal jobs are to get pay in- 
creases. It is down the line that workers 
find attractive job opportunities in Gov- 
ernment and employers find real com- 
petition for workers’ services. 

At lower pay levels, Government 
sets a relatively high standard of pay. 
Fringe benefits, too, are more liberal in 
Government than those that most private 
employers can afford to provide. These 
benefits include a full month’s vacation 
with pay, plus generous sick-leave and 
retirement provisions. 

Stenographers, for example, get an 
annual salary of $2,574 in Government 
service. Some get more than that, others 
get less. But that pay, on the basis of 
official figures, is typical for Government 
stenographers all over the country. It 
compares with a typical salary of $2,080 
that stenographers receive from private 
business firms. 

The Government offer, in fact, is 
higher than general stenographic pay in 
all but two major U. S. cities. In San 
Francisco and Los Angeles, private em- 
ployers pay a bit over $2,900 for stenogra- 
phers on an average, and can compete 
more easily than employers elsewhere. 
In five big cities, typical pay for such 
work is under $2,000 a year—more than 
20 per cent below the Government offer. 
Vacation and sick-leave allowances, too, 
are less attractive. 

Typists get a salary of $2,423 in a 
typical Government office job. That 
compares with a pay level of just under 





RISES IN FEDERAL PAY 


(Typical salaries for occupations) 


Prewar Now 
Doctors $5,000 $6,714 
Physicists 3,800 232 
Economists 8,500 4,856 
Foresters 3,400 4,730 
Lawyers 3,400 4,730 
Engineers 3,400 4,730 
Statisticians 8,100 4,605 
Entomologists 3,000 4,480 
Chemists 8,000 4,480 
Accountants 2,700 4,103 
Nurses . 2,220 3,251 


Medical technicians 2,000 2,975 


Dental technicians 2,000 2,975 
Accounting clerks 1,860 2,799 
Supply clerks 1,740 2,649 
Stenographers 1,680 2,574 
Building guards 1,620 2,498 
Typists 1,560 2,423 
Mail clerks 1,500 2850 
Messengers 1,260 2,086 











$1,900 in private employment. In Buf. 
falo, private firms pay about $1,600 for 
typists, or only about two thirds as much 
as the worker can get from Government 
for similar work, And in six metropolitan 
areas employers pay considerably less 
than that. 

Accounting clerks can look for $2,799 
in Government. That is the typical pay. 
They can get nearly that much from pri- 
vate employers—if the clerk is a man. 
A common salary for a man working as 
an accounting clerk for industry early in 
1948 was $2,650. Even so, the Govern- 
ment could outbid the private employer 
in eight of 11 cities surveyed by the 
U.S. Bureau of Labor Statistics. As for 
women accounting clerks, typical pay 
in private offices was $2,135. Govern- 
ment, it seems, would be a better place 
for them to work—even without the 
longer paid vacations. 

Messengers can do far better in Gov- 
ernment than in private employment. If 
they get federal jobs, their pay could be 
$2,086—65 per cent more than it was in 
1939. If they work for a business firm, 
they can expect no more than $1,700. 
Most firms pay less than that for messen- 
gers. 

Building guards, too, can afford a 
higher standard of living if they take 
Government jobs. Their pay is likely to 
be $2,498, compared with a typical sal- 
ary of $2,350—and less in the way of 
fringe benefits—if they work for private 
institutions. 

Statisticians, at a somewhat higher 
pay level, ordinarily get about 8 per cent 
less in private industry than in Govern- 
ment. Typical pay in a Government 
agency—whether in Washington, D. C., 
or elsewhere—is $4,605. In an industrial 
corporation a statistician can expect to 
be paid about $4,250 a year. 

That gives the picture for pay scales at 
lower levels, for the jobs that include 
the big numbers of office workers both 
in and out of Government. Government 
is able to outbid the private employer 
for the service of workers in these 
jobs, and for building guards, messen- 
gers, supply clerks, medical technicians, 
accountants and many others. Above 
these pay levels the situation is exactly 
reversed. 

At higher pay levels, private em- 
ployers are able to offer more attractive 
salaries to individuals looking for po- 
sitions, are able frequently to hire away 
many U.S. Government workers from 
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key jobs. Most professional people, for 
example, find that working for Govern- 
ment offers much less than they can get 
from industry or from working for them- 
selves. 

Physicians who settle for the gener- 
ally shorter hours and greater security 
that Government can offer must accept, 
at the same time, a salary that usually 
is far less than they could earn in pri- 
vate practice. Typical pay for a doctor 
in Government is $6,714 a year. The 
top is not far above that. The average 
physician in private practice, on the other 
hand, received a net income of nearly 
$9,900 in 1947. He probably got some- 
thing more than that in 1948. As a top 
figure, the doctor can look for an income 
far above that. For specialists, the aver- 
age net income in private practice has 
been ranging from $11,000 to more than 
$15,000. 

Scientists are likely to avoid Govern- 
ment employment—unless they attach less 
importance to income than to other con- 
siderations. An entomologist, for ex- 
ample, gets a typical salary of $4,480 
in Government, In time, he might hope 
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to make a few thousand more. In 
other employment, however, entomolo- 
gists get around $8,000. Some get more 
than that. 

A physicist in Government can shoot at 
$8,000, perhaps even more, but most 
physicists get around $5,232. In re- 
search laboratories of private corpora- 
tions, meanwhile, their colleagues are do- 
ing much better than that. The average 
chemist also can expect to get con- 
siderably more in an industrial laboratory, 
or directing a chemical process in in- 
dustry, than the $4,480 commonly re- 
ceived from the Government. 

Economists, working for Government, 
have a relatively high top salary, but not 
as economists. The top of around $10,000 
is reserved for the very few who move up 
into high administrative positions. By 
that time, their experience is such that 
private concerns can—and frequently do 
—hire them away for salaries of $20,000 
or more. The typical economist in Gov- 
ernment, meanwhile, gets $4,856 a year. 

Lawyers, in some cases, can work up 
to positions as general counsel of Gov- 
ernment agencies. The very few for 
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whom there is room at that level can get 
as much as $10,000. The top for a lawyer 
in private practice, or for a corpora- 
tion counsel, is far above that. And the 
typical Government lawyer gets $4,730, 
compared with nearly $9,000 outside 
Government, 

For other professional workers the 
scale that is offered in Government is not 
high enough to draw the average indi- 
vidual from private employment. 

Result of these pay scales, in and out 
of Government, is that Government ap- 
pears highly attractive to office workers 
in private firms—even without the longer 
vacations and other extra benefits that go 
with federal jobs. But business is in a 
position to hire away Government’s pro- 
fessional workers and lower-echelon ex- 
ecutives at will. One department alone 
reports the loss, in that way, of 100 of 
its executives during 1946 and 1947. 
Business also is in a position to skim the 
cream off university graduating classes 
to fill its ranks. The fact that Government 
is forced to take what is left is not calcu- 
lated to make Government operations 
more efficient, 
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CAN AIR POWER WIN WARS? 


Reported from WASHINGTON and LONDON 


Air power's honeymoon with 
U.S. defense planners is on the 
wane. Airmen are being pushed 
to the defensive. 

Big bombers, as the sole weap- 
on needed to win wars, are los- 
ing their popularity. Air Force, in 
1949, stands to get no more than 
an even break with the Army 
and Navy. 

Shift is appearing in air 
budgets, types of planes ordered. 


Air-power partisans gradually are 
being pushed to the defensive in policy 
councils of Government. Air Force 
planners in the United States, with 
No. 1 priority on defense dollars in 
1948, now stand to get no more than 
an even break with Army and Navy 
in the period ahead. 

Idea of a 70-group Air Force, charged 
with prime responsibility for U.S. secu- 
rity, is being rejected by President Tru- 
man. Concept of a preventive war, ad- 
vanced by some Air Force officers, is 
being turned down. The Air Force, 
whether rightly or wrongly, is pictured 
as misinterpreting intelligence informa- 
tion in the past. Now a military writer in 
Britain is attacking the whole concept of 
strategic bombing as a major factor in 
future war, and is getting an audience 
both in Britain and in the United States. 

Signs suggest the honeymoon of enthu- 
siasts for air power as the sole weapon 
needed to win wars may now be ending. 

The new line is that the airplane must 
take its place with the ship, tank, artil- 
lery piece and infantry division among 
the many factors that enter into war 
strength. Idea is that it may be more 
important than any other, but it must 
stand up and prove that importance in 
relation to claims of others. The U. S. 
Air Force is being compelled to make 
drastic reductions in its spending plans. 
In Britain, air planners never have gone 
so far as in this country. 

Theory that the airplane won the last 
war and that it is to revolutionize future 
warfare is now under attack in Britain 
by Maj. Gen. J. F. C. Fuller. His thesis 
is set out in a forthcoming book entitled 
“The Second World War—A Strategical 
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and Tactical History.” His conclusions 
are being studied by top U. S. defense 
officials and by some members of Con- 
gress who deal with defense bills. 
What General Fuller says, in essence: 
Strategic bombing, he insists, “ac- 
tually impeded speedy victory.” He con- 
demns bombing of enemy cities as a 
policy that has backfired. “. . . Had not 
a single German city been bombed, and 
instead had half the vast man power em- 
ployed on the building of heavy bombers 





—Wide World 
STRATEGIC BOMBING 
“‘Morally and militarily wrong ?“’ 


been devoted to the production of land- 
ing craft and transport aircraft, there 
can be no shadow of doubt that . . . the 
war in Europe would have been won at 
least a year earlier than it actually was.” 

“Object of war,” he says, “is not 
slaughter and devastation, but to per- 
suade the enemy to change his mind . . . 
‘Strategic bombing,’ as inaugurated by 
Mr. Churchill, was not only morally 
wrong, but militarily wrong and _politi- 
cally suicidal—one has only to look at 
Central Europe today to see this . . .” 

Military results of strategic bombing 
against German and Japanese cities, Gen- 
eral Fuller asserts, did not justify their 
cost in man power and materials. 

In Germany, he says, net result of 
the bombing of cities was “appalling 
slaughterings which would have dis- 
graced Atilla,” a wrecked postwar econ- 
omy and a year’s delay in the cross- 


Channel assault. Instead, he maintains 
the Allies should have concentrated op 
fighters and fighter-bombers to secur 
air supremacy and aid ground forces 
and on air transport and landing craft. 

General Fuller quotes the “Statement 
on German Industry,” published by the 
U. S. Office of War Information, to show 
that “. . . in spite of Allied bombings 
Germany was able to rebuild and to ex 
tend its factories and to increase its war 
production until the final defeat of the 
German armies.” Meanwhile, he says; 
“Nearly every campaign following the 
final. establishment of the Allied initia 
tive in the West in November, 1942, wa 
cramped for lack of landing craft or crip 
pled by lack of transport aircraft. There 
fore, the conclusion is that, as an experi 
ment, the strategic bombing of Germany 

. Was an extravagant failure. Instead 
of shortening the war, its cost in raw 
materials and industrial man power pro 
longed it.” 

In the case of Japan, General Fulle 
finds the same result. He quotes the 
U. S. Strategic Bombing Survey to show 
that Japanese morale was crushed not by 
bombing, but by starvation brought or 
by the sea blockade, and the military de 
feat of the Japanese armed forces. 

Even the atomic bomb, he says, was 
not as important as these two factors 
The Survey is quoted again as saying 
“In Japan as a whole, . . . military losses 
and failures, such as those of Saipan, thé 
Philippines, and Okinawa, were twice a§ 
important as this atomic bomb in induc 
ing certainty of defeat.” The $4,000, 
000,000 cost of B-29 raids against Jap 
anese cities, he says, was largely wasted 

Political results of strategic bombing 
in World War II General Fuller finds te 
be even worse. He blames most of the 
present “cold war” on wrecked econo 
mies resulting from wartime strategi¢ 
bombing. In Europe, he says, “while thé 
first and second fronts were advancing 
to win the war, the third front was en 
gaged in blowing the bottom out of thé 
peace .. . for cities and not rubble heaps 
are the foundations of civilization.” 

Over all, General Fuller concludes that 
most effective use of air power is in sup- 
plying and transporting ground forces, in 
tactical support of those forces, and in 
destroying enemy transportation, rather 
than in costly “area” bombing. 

What’s happening now, however, 
is a shift the other way as Air Force plan- 
ners, forced to cut back their new-plane 
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program, are ordering a larger propor- 
tion of strategic bombers, fewer trans- 
ports and tactical-support planes. 

Big B-36 bombers, designed especial- 
ly for long-range bombing of enemy 
cities and industrial areas, are getting 
new emphasis. Air Force buyers now are 
canceling $300,000,000 in orders for 
gmaller-type planes in order to add “a 
substantial number” of these 150-ton 
bombers to their Strategic Air Command. 
Jet fighters, support planes, at the 
same time, are being cut back in Air 
Force procurement plans. Newly can- 
celed orders include those for B-45 jet 
light bombers, designed for tactical sup- 
port of ground troops; for C-125 assault- 
troop transports; for F-93 jet fighters, 
and for RB-49 jet “flying wing” recon- 
naissance bombers. 

This shift in procurement plans _ is 
leading to more criticism of Air Force 
methods by top defense planners. De- 
fense Secretary James Forrestal is plan- 
ning an inquiry into the AF idea of plac- 
ing greater emphasis on strategic bomb- 
ing, and of spending large additional 
sums on big, relatively slow, conven- 
tional bombers. Military scientists, more- 
over, have reported that the defense has 
about caught up with big conventional 
bombers since the last war, with the use 
of fast jet fighters, radar screens, and 
guided-missile defensive weapons. 

Outlook for U.S. air power, with air 
planners gradually being pushed to the 
defensive, shows this changing picture 
for the year ahead: 

Air spending for the year beginning 
July 1 is likely to be held close to the 
President’s budget figure of $4,500,000,- 
000, about the same as the Army or 
Navy, instead of being permitted to ex- 
ceed the older services by several billions 
as the AF had expected. 

Number of planes in active service in 
Air Force and Navy stands to be cut, not 
increased, If Congress agrees with Mr. 
Truman the number of active planes may 
be reduced from 9,780 now to 9,200 after 
midyear for the Air Force, from 8,500 
now to about 7,500 for the Navy air arm. 

Plane production, in turn, is to be 
held below the planned level for 1949. 
The aircraft industry expects to increase 
its output to more than the 2,300 planes 
completed in 1948, but now has cut the 
3,000-plus goal previously set for 1949. 

Role of air power in U. S. defenses, in 
the end, will depend on the amount of 
tax dollars allocated to the air planners 
by Congress in the coming few weeks. 
But indications are growing that air 
power’s postwar period of easy sailing 
with the executive branch of Govern- 
ment, and possibly with Congress, is 
about over, that big bombers may no 
longer be accepted as the cure-all for 
American defense problems. 
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Bombing of Germany: The Results 


Survey in Europe) 





(Findings of U.S. Strategic Bombing 


Pl the 61 big cities bombed by the U.S. Army Air Forces: 


3,600,000 homes were de- 
stroyed or badly damaged 


7,500,000 persons were 
made homeless 


780,000 civilians were 
injured 

300,000 civilians were 
killed 


Production was restored 
to 80 per cent of normal in 
an average of four months 


Loss of production amount- 
ed to only 2.71 per cent 
of annual German output 





EA in the city of Hamburg: 





60,000 persons were killed 
One third of all dwellings | 
were totally destroyed 
Most industrial buildings 
were wrecked 
But 80 per cent of the city’s 
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HOW ‘FREE HEALTH’ WORKS OUT 


Boom in medical care in Britain 
shows what happens when the 
Government takes over all health 
services. 

Some doctors are making more 
in Government service. Others 
find it costs them money. Special- 
ists have most trouble. 

But public likes it. Nearly 
everybody wants teeth fixed, tax- 
paid glasses, pills, a free checkup 
for the family. 


If British experience means any- 
thing, American doctors and the Amer- 
ican public are due for surprises, when 
and if national health service is started 
in the United States. 

The medical business, in light of British 
experience, then will enjoy an unprece- 
dented boom. Dentists and opticians, 
in particular, will be swamped with custo- 
mers. Income of many physicians, den- 
tists, druggists, opticians, optometrists 
and others will grow, although work 
will be harder. Sick people often will 
find that they have to wait in line for 
hours to see a doctor, and that they must 
wait weeks or months to get into a hos- 
pital for a needed operation. 


Reported from LONDON 


Socialized medicine is turning out to 
be popular in Britain. It is favored by 
most of the people and by many in the 
medical and dental professions. Lord 
Beaverbrook, who strongly opposed so- 
cialism for Britain, now says that “the 
national health scheme has been the 
greatest vote-winning success since Lloyd 
George introduced old-age pensions.” 
But costs are high. 

Britain is to spend the equivalent of 
$1,300,000,000 for the national health 
plan in its first 12 months. There are 
only one third as many people in Britain 
as in the United States. A similar plan 
for U.S., if no frills were added and 
payments for medical service were no 
higher than in Britain, wouid cost around 
$4,000,000,000 a year. With American 
standards, it could easily cost $5,000,- 
000,000, and opponents claim it would 
run as high as $7,000,000,000. There is 
little prospect, however, that Congress 
will approve such a measure soon. 

Doctors taking part in Britain's 
plan are paid the equivalent of about 
$3.25 per patient per year. They re- 
ceive their pay from the Government 
once every three months. Dentists are 
paid by the Government according to the 
services they render. 

Some of the doctors, such as those in 
the poorer districts of London, enjoy an 
increased income under this system. If 
they serve the maximum of 4,000 public 
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THE DOCTOR’S PRESCRIPTION GETS FILLED 


Is there a pink pill for bureaucracy? 


patients, they have an income of at least 
$13,000 a year, though they work harder 
and longer for that income. 

But socialized medicine has hurt many 
other doctors whose patients were among 
the well-to-do, Under the rules, a doctor 
is supposed to be free to accept or re- 
ject patients, as he sees fit. But, in actual 
practice, he finds that he can’t be as 
choosy about his patients as the regula- 
tions indicate. Besides, he is not free to 
charge what he wants, except where pa- 
tients prefer to retain him on the old 
private basis. 

A heart specialist, for example, whose 
income was above $20,000 a year in the 
past, now is trying to split his efforts be- 
tween public and private patients, But 
he finds he is losing his private patients. 
If his private patients continue to drift 
away, he may not be able to carry on a 
mixed practice for long, and may be 
forced into full-time public work. In any 
case, his income is reduced. And those 
who still are willing to pay well for his 
services discover that he is unable to give 
them the time and attention he once did. 

The lure of free medical care and free 
dental service has caused more than 90 
per cent of the people in Britain to en- 
roll under the national health plan. In 
unprecedented numbers, they are be- 
sieging the doctors’ and dentists’ offices 
for advice and treatment. 

Dentists especially are in demand as 
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never before. For many years, visitors to 
Britain have commented on the poor 
condition of British teeth and the small 
number of dentists available. When den- 
tistry became free, a stampede ensued. 
The dentists began working 16-hour 
days. Their fees piled up and the income 
of some dentists has run as high as $40,- 
000 or even $50,000 a year. Recently, 
the British Government has ruled that 
dentists must cut their fees in two after 
their gross income exceeds $19,000 an- 
nually. 

Observers point out that the experi- 
ence of British dentists might not be 
fully duplicated in the United States. 
The teeth of Americans have had some- 
what better care than those of the Brit- 
ish people, and the number of dentists 
per capita is greater in U.S. than in 
Britain. However, the British experience 
shows that, if free dental service were 
offered in U.S., a rush to the dentists’ 
offices could be expected. 

Many British doctors find life more 
exacting under socialized medicine. One, 
for example, reported that he was tele- 
phoned in the middle of the. night by a 
man who had had a boil on his back for 
over a week and thought the doctor 
ought to know about it. Frequently, when 
a mother consults a doctor for herself, 
she takes along her smallest children and 
asks to have them examined, and also 
inquires about the care of older children 
in her family, This greatly increases the 
demands on physicians’ time. 

Free drugs and free health appli- 
ances are very popular, too. If a doctor 
approves, a patient is entitled to free eye- 
glasses, a free artificial leg, a free hearing 
aid, or even a free wig, 

The optical business in Britain now is 
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booming. Official estimates are that at 
least 90 per cent of the persons tested 
have been found to require glasses. These 
are being provided at a rate of 7,500,000 
pairs a year—nearly double the previous 
rate. But supply cannot keep up with 
demand, and a person entitled to glasses 
has to wait from one to three months 
before his order can be filled. 

For many druggists, volume of busi- 
ness has doubled. Once a month, they 
report to the Gevernment the number of 
free prescriptions supplied. The Govern- 
ment is trying to set an average price for 
a prescription to avoid a complex system 
in which each prescription, in each quan- 
tity, would be paid for separately. Pend- 
ing the outcome of these negotiations, 
druggists are being advanced a flat sum 
equal to about 35 cents for each pre- 
scription filled. 

People frequently find that they have 
to adjust themselves to the convenience 
of physicians and suppliers. After waiting 
in line in the doctor’s office, the patient 
may find that the doctor shows little con- 
cern about his ailment. Or a_ person 
desperately ill at home may have trouble 
in persuading a doctor to call. 

Delays are likely all along the line. 
Hearing aids have been supplied to only 
5,000 of the estimated 150,000 persons 
in need of such assistance. Dental ap- 
pointments often must be made weeks 
in advance. 

Hospital facilities are short, too. 
Mothers are encouraged to have their 
babies at home, and hospital care is 


prescribed only in the event of necessity. 


A small portion of hospital space is re- 
served for private, paying patients. For 
example, a person needing an operation 
for hernia can get that performed as a 
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The annual rate is now 7,500,000 pairs of eyeglasses 


private service within a week. But, if he 
is a public patient and the operation is 
not urgent, he will have to wait, even 
up to several months. 

One criticism is that a patient wishing 
the comfort of a private bed in a hos- 
pital and paying for it is not allowed to 
deduct from his bill the cost of a bed 
in the public ward. 

Some people, who are getting bette: 
medical care than they previously could 
afford, welcome the benefits and do not 
complain about the delays. But the long 
waits are annoying to persons who 
were accustomed to prompt service in 
the past. 

Apparently, many years will elapse be- 
fore Britain has enough dentists, nurses, 
and hospitals to meet the demand for 
free health service. A similar situation 
could be expected in the U.S. if Presi- 
dent Truman’s health plan should be 
approved some day by Congress. 

Over the long range, socialized 
medicine in Britain faces several hazards. 
The cost may prove greater than the 
public treasury can stand. The plan even- 
tually may bog down under the weight 
of bureaucracy. If rewards are too 
meager, fewer young people may be at- 
tracted into the medical profession. Op- 
ponents of the plan predict that the end 
result will be a lower standard of med- 
ical care. 

What the doctors in Britain, as in U.S., 
fear most is that, sooner or later, they 
will be forced into clinics to . practice 
medicine, Russian style, at fixed salaries. 
It is too soon to predict the outcome of 
Britain’s national health scheme. But the 
popularity of the scheme in its first six 
months seems to assure that it will get 
a long trial. 
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Battle Over a Desert: 
Israel in Britain’s Path 


Reported from TEL AVIV and LONDON 


Control of a Palestine desert is 
real issue behind new tension in 
the Middle East. It is key to Jew- 
ish-British troubles. 

Jews want to hold Negeb, 
build it up as a resettlement area. 
Britain fears loss of trade routes 
east of Suez Canal, a drop in 
British prestige. So a desert war 
of nerves is going on. It does not 
mean a full-scale war in the Mid- 
dle East. 


Struggle for domination of a stretch 
of almost barren desert in the Holy 
Land is causing new troubles for Brit- 
ain and the U.S. in the strategic Mid- 
dle East. 

Britain accuses the Jewish state of 
Israel of aggression against British allies 
among the Arabs. The Jews accuse Brit- 
ain of threatening to upset an already 
uneasy peace. U.S., caught between, is 
cautioning both to move slowly in the 
fear that an incident somewhere in the 
desert might touch off a full-scale war. 

At stake, for U. S. and Britain, are the 
oil resources and military bases of the 
Middle East. Trouble, flaring out of Pales- 
tine, could menace British bases in Trans- 
Jordan and Iraq and make it difficult for 
the U.S. to hold on to its air base in 
Saudi Arabia. These bases, and the Middle 
East oil, are important resources of the 
West in the “cold war” with Russia. 

The desert war of nerves between 
Britain and Israel is for control of the 
Negeb Desert of Southern Palestine. The 
Negeb, largest land area in the Holy 
Land, is an undeveloped and underpop- 
ulated expanse that stretches from the 
coastal plain of the Mediterranean to 
the Western border of Trans-Jordan. 

Israeli fighters already hold most of it. 
They have defeated an Egyptian force 
of 12,000 to 15,000 and fought to a 
standstill the Arab Legion of Trans-Jor- 
dan, long regarded as the cream of Arab 
armies, 

Now the Jews are intent on sealing off 
the desert from further invasions and 
getting started on a long-range job of 
trying to cultivate the dry wasteland into 
productive farms. Israel argues it must 


26 


have the Negeb to carry on the Jewish 
resettlement program planned for the 
future. By irrigation, Jewish farm experts 
are confident they can make the desert 
bloom and prosper for thousands of 
settlers. 

The Negeb itself has been for years 
the homeland of wandering bedouins. 
But the Jews intend to start settling their 
part of the desert in earnest now. There 
are 18 Jewish settlements in the region. 
Water is being piped in to start the de- 
velopment of farms. Experiments in culti- 
vation have demonstrated that the paltry 
crops the region has produced in the 
past can be doubled with modern farm- 
ing methods, With irrigation and care- 
ful crop rotation, the desert land might 
eventually become one of the most fer- 
tile areas in Palestine. 

At long range, Jewish planners have 
worked out details for a Jordan River Au- 
thority, a gigantic irrigation project in- 
tended to divert water from the hills of 
Northern Palestine into the Negeb Des- 
ert. Other plans are built around the 
development of dry-land farming in the 
region. It must be made fertile if Israel 
is to absorb and find a living for the 
hundreds of thousands of Jewish refugees 
and settlers who hope to move into the 
country. 

Down at the southern tip of the 
Negeb, the Gulf of Aqaba opens into the 
Red Sea. Development of a port there 
would give Israel access to the markets 
of India and Australia without going 
through the Suez Canal. 

Britain, however, sees the desert as a 
region that threatens British security and 
prestige throughout the Middle Fast. The 
Negeb lies athwart overland communica- 
tions between Egypt and Trans-Jordan. 
Desert roads link the Suez Canal with 
the vast reaches of the Arab land. 

What Britain fears is that the Israeli 
Army, already deep in the Negeb and 
flushed with success, will swing into 
Trans-Jordan or move down to Egypt. 
Such action would threaten to pinch off 
Britain’s direct contact with Trans-Jor- 
dan. And Britain, her influence dwin- 
dling in such places as Egypt and Iraq, 
has settled on Trans-Jordan as the anchor 
of British power among Arab countries. 

The British now are in position to 
make a show of military strength around 
the Negeb if they decide on such a 
course (see map). British troops have 
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moved into Trans-Jordan, at Trans-Jor- 
dan’s request. They are stationed along 
the Palestine border ‘at Aqaba, the Trans- 
Jordan port village at the tip of the 
Negeb Desert. Royal Air Force planes, 
part of Britain’s regular defense forces 
for the Suez Canal, patrolled the Egypt- 
Palestine border, where five of them 
were shot down by the Jews before 
flights were suspended. Fleet units of 
the British Navy have been strengthened 
in the Eastern Mediterranean. 

Large-scale fighting over the Negeb 
in the immediate future does not appear 
likely to observers who have traveled 
through Palestine and the Middle East, 
however. Jewish forces are stronger now 
than they were when the Arab-Jewish 
war began a year ago. During two truces 
the Jews built up their Army from 30,000 
men to more than 80,000. As a result, 
Israel is emerging as the most powerful 
country in the Middle East. 

Arabs, on the other hand, appear to 
be sick of fighting. They are hard up 
financially and far from united politi- 
cally. Their arms are inferior. Britain’s 
action in putting troops into Trans-Jor- 
dan may stiffen some Arab backs, but a 
new attempt to drive the Jews out of 
Palestine is not likely to be made soon. 
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Search for oil is opening up in 
Mexico. Government is asking 
U.S. companies in, offering shares 
in production. 

Calmer atmosphere for all 
business is developing. Political 
troubles are dying out. Recovery 
seems under way now. 

But big rush of oil capital is 
slow to start. Larger share of pro- 
duction may be needed to attract 
U.S. investors. . 


Oil may yet solve many a problem 
for Mexico. Oil development, which 
lagged here during the world boom in 
raw materials, now is getting top 
priority from the Mexican Govern- 
ment. 

The Mexicans at this stage are angling 
for a $470,000,000 loan from the United 
States to finance development by the 
Government oil monopoly. They want 
private American companies to come in 
and drill, too, but so far there are few 
takers. Geologists are sure Mexico has big 
oil reserves. It's simply a matter of 
proving and exploiting them through the 
use of dollars and know-how. 

While pushing for oil development, 
‘the Government is regaining the stability 
that was slipping away a few months 
ago. The peso, after devaluation brought 
on a spurt of inflation and unrest, has 
steadied down and soon is to be pegged 
again. Talk of a revolution has died 
down. Business confidence is returning. 

The country has not recovered fully 
yet from its peso troubles, but things 
definitely are on the mend. If oil de- 
velopment gets rolling, conditions will 
improve rapidly. 

Big questions about oil development 
are who is to do the job and where the 

necessary dollars are to come from. Most 
American officials and oil men doubt 
that the Mexican Government has 
reached the point where it can handle 
development capably, even if the U.S. 
lends $470,000,000. They point out that 
the Government oil agency, Pemex, is 
considered inefficient and has failed to 
develop new fields in the 10 years it 
has been running the industry. Result is 
that Mexico, formerly a big exporter of 
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oil, probably will become a net im- 
porter this year. 

The idea among Americans and some 
Mexican businessmen is that private 
companies, which opened up Mexico’s 
oil in the first place, can finance and 
develop new fields much better than 
Pemex could do it. So far, however, 
Pemex is willing to let private firms do 
only a part of the job, under rigid control. 

Only two firms have accepted these 
terms so far. The others are holding off 
for more favorable offers. And Mexico’s 
need for oil and for the dollars that oil 
exports would bring may __ influence 
Pemex to offer more attractive terms. 

Recovery, meanwhile, is going ahead 
after a period of serious unrest. Business 
activity in many lines is picking up. 
Emergency markets opened by the Gov- 
ernment, along with subsidies, are keep- 
ing food prices from going wild. That 
reduces unrest. A power crisis that 
might have crippled industries within a 
short time is to be avoided as the result 
of a loan from the International Bank to 
finance new plants. Crops are good. 

Transportation troubles are getting 
ironed out. The Southern Pacific Railroad 
of .Mexico, recently returned to _ its 
owners by the Government, is getting 
a rate increase and is working out a big 
project of modernization. The Govern- 
ment is taking steps to straighten out 
the National Railways of Mexico on a 
sounder operating and financial basis. 

The biggest brake on recovery is the 
shortage of dollars. Buying of American 
goods is far below the $627,000,000 
record it set in 1947. The drop is 
caused partly by bars the Government 
has put up to protect the country’s horde 
of new ifdustries, but the main reason 
for it is lack of dollars. 

The U.S. is paying dollars for all the 
goods that Mexico ships across the 
border. That helps the situation. On the 
other hand, devaluation has cut about 
40 per cent off the worth of pesos ex- 
changed for dollars with which to buy 
American goods. Thus, Mexican import- 
ers’ hesitated to place orders in the 
U.S. for several months after the peso 
was devalued. Now, however, their in- 
ventories are running low. It looks as if 
the peso will be pegged soon at its 
present free rate of 6.80 to 6.90 for one 
dollar, and businessmen are getting ready 
again to place orders for U.S. goods. 

Industrialization is going ahead, in 
spite of worries that followed the un- 


MEXICO INVITES U.S. INVESTMENTS 


Reported from MEXICO CITY 


pegging of the peso. It has tapered off 
from the peak it reached right after the 
war, when American companies rushed 
in to build plants here. However, Ameri- 
can interests are starting work on a 
pineapple cannery and a milk-condensing 
plant. After the new rate for the peso 
is set, the flow of American capital is 
likely to pick up, somewhat. At that time, 
too, Mexicans will bring home and _in- 
vest some of the $100,000,000 they have 
in the U.S. now for safekeeping. 

The outlook, thus, is far more en- 
couraging now than it was last autumn. 
Mexico is riding out her troubles. Dol- 
lars still are short, however, and will 
continue short unless the country can 
get in shape to export large amounts of 
oil. That is a big reason why the Gov- 
ernment is determined to push oil de- 
velopment. . 





MEXICAN OIL REFINERY 
Needed: dollars and know-how 
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FROM THE CAPITALS OF THE WORL 


LONDON....BRUSSELS....PARIS....NANKING.... 








>> Changes in Washington at this moment absorb the attention of London, Paris, 
Moscow, other capitals, give the United States something of a new look. 
A new Truman, Europeans are told, is taking office as U.S. President. 
A new Secretary of State is replacing Gen. George C. Marshall. 
A_new Department of State is to emerge after elaborate reorganization. 
A new Congress, with new personalities running committees, is in session. 
New U.S. ambassadors are looked for in Moscow, probably other capitals too. 
With all these changes made or in process, it is natural for Europeans to 
expect new ways of doing business, perhaps even new solutions for old problems. 
Normally, changes like these in Washington wouldn't excite Europe much. 
But times are not normal. Power to restore them to normal, as far as West has 
such power, rests mainly in Washington. Any change there assumes importance. 

















>> There's a huge stack of unfinished business piled up for Washington's new 
team. Europe wonders if U.S. knows how to handle it all. Specifically: 

"Cold war" with Russia has to be waged on a dozen fronts, with no letup. 

Marshall Plan has to be financed. But with how many billions? For how long? 

Alliance with Europe is on the agenda. For U.S., it's a big break with past. 

Dollars for Europe's defenses are alSo expected. That's a big step, too. 

Then, there's the tangle in Palestine, the slow going in Greece, the touchy 
business in Indonesia, the extraordinary mess in China--to list just a few. 

In all these, U.S. has a leading role. U.S. goods and dollars are counted 
on to spark European recovery, shore up European defenses, halt Communism, re- 
make Germany and Japan, while at the same time keeping U.S. itself strong. 

It's quite a responsibility for Washington. The U.S. has a lot of hay 
down, and not too much time to get it in before it rains. 














>> So there's some concern in world capitals over U.S. ability to handle all 
its chores, some question as to how the Truman-Acheson team will operate. 

Mr. Truman is to call the signals. In the old team, General Marshall was 
more often the quarterback, on hand to discourage some of Mr. Truman's more 
spectacular plays, such as the Vinson mission to Moscow. Question is whether 
Mr. Truman will now order some of these plays he has hinted at in the past, out- 
witting both advisers and allies. The possibility makes Europe uneasy. 

Mr. Acheson, at the same time, is thought to be more flexible than General 
Marshall, more inclined to try new approaches. So Europe looks for some changes. 

Then, as the Truman-Acheson team gets under way... 

One big question is whether Marshall treatment of Berlin issue is to stand. 
U.S. position now is that Berlin issue can't be settled until West is ready to 
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negotiate whole German question. That means waiting until West is strong enough 
to cope with both East Germany's Communists and West Germany's nationalists. 
That may be a long wait--unless Mr. Acheson sees some short cuts. 

Another big question is whether bipartisan unity on foreign policy is to 
continue in the U.S. Europe's fears on that score were largely set at rest by 
the Marshall-Truman-Vandenberg performance. Now the bipartisan cement doesn't 
look quite so strong. 





>> Still other questions from a Europe dependent on the U.S..ccece 
There's the worry that the U.S. Congress may be shocked by Europe's own es- 
timate that the Marshall Plan, at best, cannot produce full recovery by 1952. 
There's uncertainty over U.S. economic health, therefore her ability to con- 
tinue aid to Europe. Factory layoffs, sales drops, are noted with concern. 
There's puzzlement as to how Mr. Truman is to finance expansion of social 
services, pay big defense bill, send economic, military aid to Europe as well. If 
there has to be a cut, Europe wonders how it will fare in the cutting. 











>> To give you some idea of Europe's stake in the U.S. budget..... 
Defense of Western Europe turns largely on what U.S. can provide, above and 
beyond all the Marshall Plan dollars. It's a matter of military lend-lease. 
That's true even though Western Europe's defense spending is at this rate: 
Belgium, 7.25 per cent of total budget, as against 5.7 per cent last year. 
Netherlands, 22 per cent of total this year, 18 per cent last year. 

28 per cent this year, down from 3l per cent for fiscal 1948. 
Britain, probably 20 per cent in fiscal 1949, up from 18.4 per cent in '48. 
Total, for these four main members of Europe's Western union, approximates 

$3,500,000,000 for fiscal 1949. This includes French and Dutch expenditures on 

their colonial warfare in Southeast Asia. Total looks small alongside the U.S. 

figure of $14,300,000,000, but, at that, it's more than Europeans can afford. 








France, 


>> And it still isn't enough to buy Western Europe all the defense it wants. 
U.S. is therefore expected to provide, on top of its own defense budget, an- 
other billion or two this year so Europe can afford tanks, other heavy stuff. 
On that basis, Western Europe figures it can equip and deploy around 35 di- 
visions along the Rhine, as a first line of defense, within two years. 
But_ without U.S., Europe says, defense of Western Europe is hopeless. It's 
moderate defense with U.S. aid, no defense to Speak of without U.S. aid. 
All this, of course, is just one part of the thorny question of how far the 
U.S. is to commit itself, through a North Atlantic alliance, to defend Europe. 








>> On the Asiatic front, in China, question is when war will turn into peace. 
Communists, advancing, hint at peace in terms that call for liquidation of 
Chiang Kai-shek and regime, to be replaced by Communist-dominated Government. 
Chiang Kai-shek, retreating, just about cornered, wants peace on his terms. 
Chinese people, weary of all the years of war, want peace on any terms. Big 
cities demand it. Even Chiang's legislative council now asks for it. 
Decision, of course, is up to the Communists. They can write their own tick- 
et. Chiang is washed up. His retreat to the island of Formosa is to be expected. 
Questions for U.S. are whom to deal with in South China, if Chiang resigns, 
what to do there, whether to do business at all with Communists in the North. 
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Sound waves you can’t hear are on the job as 
inspectors of Armco Stainless Steel. A Supersonic 
Reflectoscope sends them into thick billets of 
steel to detect internal flaws. ‘Their reflection from any 
defect is picked up by a crystal, converted to 
electrical pulses and shown to the operator on a screen. 

In working for Armco, the steel-penctrating 
sound waves are also working for the many manufacturers 
using Armco Stainless in kitchen ranges, 
automobile parts, hardware and scores of other products. 
‘They're one of the many controls designed to 
insure that the stainless steel reaching fabricators 
is perfect all the way through. 


This strong, rustless, attractive metal is economical 





Wags 


He’s taking the pulse of a stainless steel billet 





to use because the cost of labor to fabricate 
it is the same as with inferior metals, and vet it gives the 


buver so much more extra value. ; 


Stainless steel is just one of many ArRMCcO 
Special-Purpose Steels that help manufacturers make 
better products. Among others are ARMco 
Zinccrip, which assures complete rust protection, 
and Armco ALUMINIZED with its high heat 
resistance. ‘They're all reasons why buyers have learned 
to look for the famous Armco triangle trademark — 
their assurance that the steel in a product 
was specially selected for that particular use. 

Armco Steel Corporation, 49 Curtis St., Middletown, O. 
Export: ‘he Armco International Corporation. 


ARMCO STEEL CORPORATION 


THE FAMILIAR ARMCO TRIANGLE IDENTIFIES SPECIAL-PURPOSE STEELS THAT HELP 
MANUFACTURERS MAKE MORE ATTRACTIVE, MORE USEFUL, LONGER-LASTING PRODUCTS 
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U.S. AND RUSSIA COULD AGREE 


BUT FOR COMMUNIST PARTY’S CRUSADE 
AN INTERVIEW WITH JOHN FOSTER DULLES 





EDITOR’S NOTE: John Foster Dulles has just 
returned from Europe, where he has for several 
months been discussing world affairs intimately 
with representatives of seVeral governments. He is, 
therefore, well posted on the underlying factors in 
relations between the United States and Russia. 
As a member of American delegations at interna- 
tional conferences in recent years he has ne- 
gotiated with Foreign Minister Molotov and other 
men of the Kremlin who direct Russian policy. 
Recently he was appointed by President Truman 
to act as Chairman of the U.S. Delegation to the 
United Nations General Assembly in Paris, when 
Secretary Marshall returned to America. 





Long an advocate of bipartisan co-operation in 
foreign policy of the United States, Mr. Dulles was 
looked upon generally as the man likely to be 
Secretary of State if Governor Thomas E. Dewey 
of New York had been elected President at the 
last election. 

The editors of U.S. News & World Report in- 
vited Mr. Dulles to come to our conference rooms 
and give his personal views on the present state of 
U.S. relations with Russia, the chances for the 
end of the cold war, and the outlook for peace in 
1949. This is one of a series of interviews with 
leaders in business, government, labor, agriculture 
and public affairs. 








Q Do you feel, Mr. Dulles, there is a fair chance 
that 1949 will bring some improvement in relations 
with Russia? 

A I think that 1949 can bring about better relations 
with Russia. Of course, there is always a risk. You have 
a tense situation like a dry autumn in the woods when 
any fool can start a fire by carelessly throwing a cig- 
arette away. The world situation is not foolproof. That 
makes it difficult to make predictions. It is entirely pos- 
sible, however, to have better relations with Russia, and 
I think it is probable. 

Q Do you think the Russians are really interested in 
improved relations now? 

A You have to make a distinction between the Rus- 
sian people and the rulers of Russia. There is no doubt 
but what the Russian people want to have improved 
relations with the United States. 

Q The assumption that the people are eager for 
peace, though, is purely an inference? ; 

A Yes. It’s an inference drawn from the nature of 
people everywhere, who want peace, plus the fact that 
traditionally Russians have been friends of the United 
States and they still look to the United States as a 
country from which they have had help. 

Q What about the leaders—are they interested? 


A I don’t think the leaders are interested in better 
relations because of the fact that fear is one of their 
stocks in trade. Their own internal power largely rests 
upon frightening the Russian people into believing that 
there is danger from the United States. I don’t think 
they have wholly succeeded in that, as my answer to 
your previous question indicates, but I do think that 
fear carries great weight with the rank and file of the 
Communist Party, which is the party through which 
all organized action takes place. 

Once the rulers admitted that the Soviet Union was 
surrounded by friends, then the internal pressure would 
grow and they would have to give up some of their more 
dictatorial, despotic powers. 

Q Aren’t we helping Russian leaders to generate 
fears within Russia by some of our policies? 

A There are certain aspects of our policy which lend 
themselves to Soviet propaganda. I think, however, 
that even though the Soviet leaders are not affirma- 
tively seeking better relations with the United States, 
you can create—and there is a likelihood of there being 
created—conditions under which better relations will 
automatically come about. The fact is that the leaders, 
not only in the Soviet Union, but in the other Com- 
munist-controlled states, are faced with conditions 
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“1 wholly disapprove of what you say but will 
defend to the death your right to say it.’ 


VOLTAIRE 





leaders won‘t admit to Russian people that U.S. is not a menace—Need 


for rebuilding at home is bar to Soviet expansion now—But pro- 


gram of overthrowing non-Communist regimes has no time limit 


which force them to concentrate more upon their do- 
mestic tasks of reconstruction and less upon foreign 
matters and the extension of Communism. Par- 
ticularly in the satellite countries such as Yugoslavia, 
Czechoslovakia and Poland—there is a very strong 
desire to have better economic relations with the West 
in order to get goods which Russia can’t supply. 

Such pressure may be instrumental in bringing 
about a situation where a positive aggressive policy 
will be suspended. 

Soviet Communism teaches that, while you must 
work for the overthrow of non-Communist govern- 
ments, you have to pick your time. It is not a sus- 
tained attack all the time. Stalin says, “You must 
learn to retreat, as well as advance.” There can be a 
situation where Soviet leaders would feel they had al- 
ready had their best opportunity for large expansion 
and now they must consolidate and for a time not 
push their aggressive policies. ; 

Q There is no time limit on their program? 

A There is no time limit. 

Q Are there any other signs that the West is getting 
stronger vs. Russia in Europe? 

A It is getting somewhat stronger. Progress in that 
respect is not as good as one could hope, but at least 
the West has been strong enough so that in Europe 
in the last three years there has really been no advance 
of Communism. They have consolidated their position 
in Czechoslovakia, but they already had that position. 


Peace as Equilibrium 


Q Is it essential for the making of peace that the 
West grow stronger? 

A In my opinion it is. I think peace represents an 
equilibrium. You won’t get equilibrium until the 
‘ vacuum created by World War II is filled up. World 
War II left much of the world, and Europe in par- 
ticular, a vacuum of power, a dislocation of economic 
processes, a moral vacuum. There started to move 
into that vacuum forces from the two dynamic centers 
that were left in the world—the Soviet Union and the 
United States. Our contribution is more native to the 
soil, because our civilization came from Europe. So to 
that extent we have the advantage. But until that 


vacuum is filled up and a certain equilbrium is estab- 
lished, I doubt whether you can get real peace. I think 
we are nearing the day when that may happen. 

Q Is there evidence that Europe is recovering and 
working better under the Marshall Plan? 

A The Marshall Plan has certainly been the margin 
of safety which has prevented the free institutions of 
Western Europe from collapsing. And the Marshall 
Plan in this last year has been greatly helped by good 
weather and good crops. So that, on the whole, eco- 
nomic conditions in Western Europe are better than 
they have been since the war. The progress is not as 
good as it might be because of internal political in- 
stability and because of a failure to make much prog- 
ress toward economic and fiscal unity among the 
Marshall Plan countries. 


Fear of Red Army 


Q Do the governments of the various countries in 
Europe feel it necessary for them to develop military 
preparedness? 

A Yes, they do. The peoples of Western Europe, 
particularly on the Continent, feel naked, you might 
say. And there is great fear lest the Red Army march 
in. I personally feel that in the absence of any fool- 
hardy act, that is not likely to happen. But people who 
are physically close to Russia are greatly frightened, 
largely because the Communist leaders in each of 
these countries are prophesying that it may happen 
and are using the fear of the Russian Army as a basis 
for building up the Communist Party—in France, for 
instance. I was told that two out of five members of 
the Communist Party today are such solely because 
they think in that way they will get some sort of per- 
sonal security if the Red Army march in. 

Q In other words they are collaborators before the 
fact? 

A Yes. They feel they will be liquidated if they 
don’t. And until those people get some military 
strength of their own, their fear is going to have a 
paralyzing effect. Now it is obvious they can’t quickly 
build sufficient military strength to be a real obstacle 
to the Soviet armies if they want to march through 
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Europe. Nevertheless, the psychological factor can’t 
be wholly ignored. If you give a man a revolver he 
feels safer in a dangerous world than if he is totally 
unarmed. Whether or not there is adequate logical 
justification for rearmament I don’t know, but the 
psychological fact is that until they have some mili- 
tary force there is going to be fright, and some mili- 
tary force will appreciably allay that fright. 

Q Well, doesn’t it realistically come down to this: 
Whatever fear pervades Europe is a fear of Russia? 

A That’s right. 

Q Well, if that be the case then doesn’t that imply 
whatever military preparation there is must be a com- 
bination of Germany and France and the continent of 
Europe vs. Russia some day? Must there not be prep- 
aration with those ideas in mind if those nations are 
to have any security? 

A There is acceptance privately in official quarters 
that a new Western Europe must include Germany. 
The difficulty today is that Western Europe is not 
strong enough or vigorous enough to feel that it can 
digest Germany. I think it is necessary to do every- 
thing possible to accelerate the recovery of strength 
and increase the unity in Western Europe so as to 
have a body strong enough to include Germany. At 
the moment, Germany’s former victims are terrified 
at the thought of a united Germany with ever-increas- 
ing economic strength. 


Lesson in Choosing Sides 


Q But ultimately we know that Germany isn’t go- 
ing to be allied with Russia? If there is any trouble in 
Europe she has to be on one side or the other—or will 
she be in the center? 

A I am afraid we can’t take it as a certainty that 
Germany will never be allied with Russia. I hope not. 
And that must be our goal. But part of Germany 
might be allied with Russia—or indeed all of Germany 
might be allied with Russia. The history of victorious 
war coalitions is that they tend to break up and then 
the nations defeated tend to align themselves with 
the more dynamic expansionist members of the vic- 
torious coalition. For instance, Germany after the 
first World War associated herself with Japan and 
Italy, who were the two dynamic expansionist nations 
of the then Big Five that made up that victorious co- 
alition. So there is a possibility that Germans, as a 
matter of expediency, would associate themselves in 
the first instance with Russia as being the best way to 
break the shackles put on them by the victorious 
powers. 


Less Expectation of War 


Q Is there an expectation of war on the Continent? 
Do they feel war is likely in any reasonable length of 
time? 

A I have a feeling that there is less fear of war in 
Europe than there was last year in the United States. 








~Harris & Ewing 


JOHN FOSTER DULLES 


Since I’ve come back, a few days ago, I feel that the 
war fear here is not as great as it was last year. Per- 
haps today there is as much fear of war in Europe as I 
sense here today, but I am not yet here long enough to 
trust my senses very far. 

Q Do you think this Berlin issue is a separate thing 
from the whole peace-settlement issue, or does it have 
to be treated as all one? 

A I doubt whether it is possible to arrive at a last- 
ing settlement of Berlin without regard to what the 
future of Germany is going to be. It might be possible 
to arrive at a technical solution of the problem of cur- 
rency in Berlin and the lifting of the blockade. Per- 
manently, it is difficult to think of a solution of the 
Berlin issue apart from the solution for Germany as a 
whole. West Berlin today is an isolated point within 
the Soviet zone. And so long as Germany is divided, 
so long as we are developing a separate German gov- 
ernment of the West, and the Soviet Union is develop- 
ing its own government in the East, the presence of 
the Western powers in Berlin is going to be a constant 
cause of trouble and difficulty. We might get over the 
present difficulty, but if we get over it other than as a 
first step toward the solution of the whole problem of 
Germany, I am afraid the trouble will come back 
again in different form. 

Q Do you think it is to the advantage of the United 
States to seek a settlement with Russia on Germany 
before Western Europe is in a position to “digest” 
Germany? 

A I think we probably must temporize with a final 
German settlement until there is more progress in the 
development of unification of the rest of Western Eu- 
rope. But we have not time to dally. 
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Q Has there ever been a price, so to speak, to epit- 
gmize just what the Russians really want out of the 
over-all settlement? 

A The difficulty is that in effect you are dealing 
with two bodies: One is the Government of Russia, and 
the other is the leadership of the Communist Party 
which at present has its headquarters in Russia but 
which does not regard itself as in any sense exclusively 
Russian. It is, as they call it, “the vanguard of the 
proletariat everywhere.” 

Now as far as Russia as a nation is concerned, it 
would, I think, be possible to arrive at a settlement 
without excessive difficulty. The Russian national 
aspirations for territory and reparation are pretty well 
known and to a latge extent they have been realized. 
The extent to which they have not been realized, in my 
opinion, does not present insuperable obstacles. But 
the difficulty is that the Russian Government is not 
just the Russian Government. It is to an extent a tool 
of the Communist Party which has very much wider 
ambitions. Its goal is in a sense to convert the world 
and it is— 

Q Might we say parenthetically—it is the Russian 
analogue of what we have called “world government” 
over here? 


Communists’ Missionary Zeal 


A I would call it more a parallel to organized re- 
ligion, like Christianity. Christians believe that Christ 
said to them, “Go ye into all the world and preach the 
gospel to every creature.” Similarly, Russian Com- 
munists feel that they have a mission to go to all the 
world. Now their methods are violent, as at times 
have been the methods of some branches of the 
Church. But in my opinion you can no more make a 
“deal” with Communism to limit itself to certain areas 
than you can make a “deal” with Christianity to limit 
itself to certain areas. 

If Mr. Stalin should come to Mr. Truman and say: 
“Now let’s settle this matter. But we don’t like your 
missionaries going all around the world preaching 
what we consider to be Western doctrines and you 
don’t like Communists going around the world preach- 
ing Marxian materialism. Let’s call them both off.” 
We would be unable to accept such a proposal. Equal- 
ly Mr. Stalin would be unable in the first place to 
make it. 

Q He did under Roosevelt, didn’t he? 

A But he didn’t live up to it—or at least the Soviet 
Communist Party didn’t live up to it. 

Q As a practical matter, is it possible to separate 
the Russian Government from Communist influence? 

A It is difficult to separate them. Stalin has said in 

his writings that it is important always to keep in 
mind the distinction between the Soviet Government 
and the Communist Party. He also says that the 
Soviet Government never makes a major decision ex- 
cept under the direction of the Communist Party. 
So there is always a risk that the Russian Government 





with its military establishment might be used as a tool 
to accomplish ends which go beyond the actual his- 
torical ambitions of the Russian nation. 

I think that that is unlikely and I believe that we 
must try to conduct ourselves so as always to make 
that unlikely. Secondly, we must help to bring it about 
that Soviet Communism will not seek to propagate it- 
self by subversive methods of violence, coercion and 
terrorism but will confine itself to peaceful methods. 

If we could persuade Communism to limit itself to 
such methods then I believe we could get along peace- 
fully in the world. Our differences would not be the 
kind that would be resolved by fighting each other. 


Why Tension Should Decline 


Q What does all this add up to as it is going to 
evolve in the next few years? 

A I believe that subject to accident, or stupidity, 
there will be a gradual lessening of tension, primarily 
because the Communist tactics of aggression are be- 
coming less potent. They’re becoming better known, 
discovered, exposed, nullified. Secondly, because the 
internal problems of the Communist states require 
urgently more attention. 

Soviet Communism today dominates almost one 
quarter of the human race. It’s gotten into that posi- 
tion very largely by overthrowing existing systems. 
But they are now at a point where they have got to 
build up and I think that that may shift the emphasis 
of their policy in a direction where it will be less in 
conflict with United States policy. 


U. S. Defense Needs Exaggerated 


Q Well, this ‘cold war” that is costing us 15 billion 
dollars a year for armament and another 5 or 6 billions 
for international aid—that can’t go on indefinitely 
from our internal standpoint either, can it? 

A No. And I am inclined to think that we are exag- 
gerating the percentage of our national income that 
needs to be diverted into military establishment. I 
think that there is, as I say, a risk of war, but I think 
the risk is not so great that we should seriously 
jeopardize our own economic health, our ability to 
demonstrate the great possibilities of a free society, by 
saddling ourselves with such vast armament. And I 
think that our armament is exaggerated by the fact 
that there is not sufficient unification between the dif- 
ferent branches of our service. It seems as though the 
rivalry were such that each branch wants to be strong 
enough so that if there is a war it can win it alone 
without help from anybody. 

Q What is your concept today on this all-important 
question of bipartisan foreign policy? Has it been a 
program whereby leaders of both parties are in the 
know before steps are taken? Or has it called for a 
decision to be made and then imparted to the opposi- 
tion party afterwards? 

(Continued on page 36) 
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A I think that bipartisan foreign policy in the 
past has to some extent contained the elements you 
refer to, namely, of a decision by the Administra- 
tion which is then communicated to the opposition 
party. But that is only true to a partial extent. Most 
of the major policies, such as our broad policy to- 
ward the Soviet Union, the policy of European Re- 
covery, the policy of the unification of Europe, the 
policy of internationalization of the Ruhr, such pol- 
icies have either been originated by Republicans or 
have been very fully explored with Republicans. 

And also—which I consider very important—all 
those matters have been exposed to the country for 
debate. The bipartisan policy has not resulted in 
secret decisions behind closed doors so that the 
American people were not kept informed or given 
an opportunity to know and to debate the issues. 


Secret Program for Far East? 


That is true as to such matters as I have dis- 
cussed. In other matters, there has been no con- 
sultation with either Republican leaders or with the 
American people. For instance, it is now nearly 
three and one-half years since Japan surrendered. 
So far as I am aware, no Republican leader knows, 
and the American people have no knowledge what- 
ever, as to what is contemplated with regard to a 
peace treaty with Japan or what our policy or pro- 
gram is in the Far East. 

That I think is an unfortunate situation. But it is 
not a situation that can be blamed on bipartisan 
foreign policy because in that area there has been 
no bipartisan foreign policy at all. I think you will 
find that where there has been bipartisan foreign 
policy, there has been much more public discussion 
and debate, and the normal processes of democracy 
have made themselves felt much more than where 
there has been no bipartisan foreign policy. 

Q Is there a change in that whole situation now 
with a new Secretary? 

A I don’t know whether there will be any change 
or not. 


Republicans’ Aid in Foreign Policy 


Q Have the Republicans had a part in the mak- 
ing of some of these bipartisan policies? 

A They certainly have. I would say as far as Eu- 
rope and South America are concerned, the foreign 
policy has been made over the past four years more 
by Republicans than by Democrats. 

Q In what way do you mean “made’’? 

A I refer to the constructive ideas which have 
gone into the American foreign policy in. those 
areas. 

Q Of course, there is the angle of bipartisan co- 
operation on Capitol Hill, which isn’t what you are 
talking about. You were talking about access to 
leaders of Republican thought throughout the 


country more than access to the Republicans on the 
Hill, weren’t you? 

A Yes, but, of course, I include Republicans in 
Congress like Senator Vandenberg. In the case of 
most of our European policies, and to some extent 
South American, I can point to affirmative pro- 
posals made publicly by Republicans in and out of 
Congress, which have been accepted by the Admin- 
istration and incorporated in its foreign policy., 

The importance of having a policy which is made 
up of ingredients from both Republicans and 
Democrats was very strikingly illustrated in Paris 
during the weeks that preceded the last election. 
It was possible for the Americans in charge of our 
foreign policy, whether they were working in Ber- 
lin, or in the U.N., or in the European Recovery or- 
ganization, to carry on with full effectiveness right 
up to Election Day. There was a sufficient Repub- 
lican ingredient in the policies involved so that they 
would not be reversed in vital respects, had there 
been the expected Republican victory. 

If there had not been that feeling, American 
policy would have been impotent for about six 
months prior to November, and then the whole 
situation could have fallen apart with very dis- 
astrous consequences. 


How Bipartisan System Paid 


Q That was the thesis, of course, of the May 10 
note to Russia; that the Russians were not to con- 
strue the coming period as a sign of any division 
in our ranks. I suppose that’s what you have in 
mind—the purpose we had in mind in making that 
statement—the fear that there would be advantage 
taken of the period? 

A Yes, and also the position of the British Gov- 
ernment, French Government, Belgian Govern- 
ment, Dutch Government, Greek Government and 
Turkish Government. During the period preceding 
the election, when it was expected that the Re- 
publicans would be victorious, I had personal calls 
from ministers of foreign affairs and the ambas- 
sadors of 15 or 20 countries who came to see me to 
find out whether in my opinion there would be any 
radical change in our policy. 

I was in a position to give them reassurances 
which satisfied them and which enabled their gov- 
ernments to continue with policies which they had 
heretofore worked up in reliance on ours. If I had 
not been in a position to do that, if they had 
thought that a Republican victory would have in- 
volved a complete suspension and a reappraisal and 
perhaps a radical change in our policies, such as the 
policy of helping Turkey, the policy of helping 
Greece, the European Recovery Program, etc., those 
governments would not have known where they 
stood and they might have preferred to mesh their 
policies into those of a government which they 
thought had stability and continuity of policy. 
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The Butterick Company, Inc., internationally famous 
manufacturers of patterns and publisher of fashion 
publications, has moved its entire U.S. production 
facilities to a recently completed plant at Altoona, Pa. 
This plant is the first the company has ever had in 
Pennsylvania. 

The Altoona plant, which is located on a ten-acre 
tract, represents an investment of nearly $1,000,000 
for buildings and equipment. In it are produced the 
complete line of nationally distributed fashion pat- 
terns and in it is printed the famous Butterick fash- 
ion publications. 7 





Mr. T. D. Griffith, Butterick Vice-President, summed up the reasons 
why this Pennsylvania city was selected for the location of this 
new plant in these words: 

“‘Before we made the final selection of the location for our new 
plant, we examined numerous plant sites in many states, and we 
finally settled on Altoona. 

“We liked the central location of this area in the middle of the 
huge Eastern market. 

“We liked the results of a survey of the labor available in 
Altoona for it showed that the workers had a mechanical aptitude, 
reaching back many generations in most instances. 

“‘We liked the established rapid transportation and distribution 


systems which were free from interruptions and complications to 


speed our products to their ultimate markets.” 



















New $1,000,000 Butterick 


plant at Altoona, Pa. 






Most of the “Blue Chip” companies en- 
gaged in the manufacture of a wide range 
of diversified products have plants in 
Pennsylvania. Here, like Butterick, they 
are near the busy Eastern markets, and 
in the midst of one of the biggest home 
markets in the nation and they have avail- 
able a plentiful supply of raw materials, 
power and skilled labor. 

May we tell you about available sites 
suitable for the individual needs of your 
company? Write to the Department of 
Commerce, Harrisburg, Pennsylvania. 


JAMES H. DUFF, Governor 
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Senaivr Kenneth McKellar: Symbol of Congress's Seniority Rule, 
Key Man in Appropriation of the Billions Sought by Mr. Truman 


> Senator Kenneth D. McKellar, now 
nearly 80, symbolizes the capture of 
Congress by the oldsters of the Demo- 
cratic Party. The Senator, famed for 
his self-starting indignation and _ the 
loving care with which he nurtures his 
feuds, has been in the Senate a good 
many years. Only a few approach his 
record for continuous service. 

Through the years, these Senators 
have built up the seniority that makes 
them eligible for powerful Senate as- 
signments. Mr. McKellar, a Tennessean, 
is the Senate’s President pro tempore. 
This is an honorary post, enriched by the 
fact that a Government limousine com- 
plete with chauffeur goes with it. But he 
also is chairman of the Committee on 
Appropriations and that, in these days 
when budgets run above $40,000,000,- 
000, is one of the most powerful posi- 
tions in Washington. 

The seniority escalator that carried 
Senator McKellar into this job moves 
slowly but steadily. As a young Senator, 
he was assigned to the Committee. Since 
then, all the Democrats who preceded 
him in membership on the Committee 
have died, retired or been defeated. The 
November election, in which the Demo- 
crats won Congress, automatically gave 
Mr. McKellar and other Democrats long 
in office their chairmanships. 

Mr. McKellar has survived 32 years in 
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the Senate. To stay on so long in so 
uncertain a field as politics is a distinc- 
tion. By illustration, 87 Senate seats have 
changed occupants since 1933. How 
he wins election after election and so 
climbs into a place of power is a classic 
story of American politics. 

Success formula. The Senator does it, 
first of all, by keeping Tennessee and the 
Tennesseans happy. Despite his reputa- 
tion for choleric outbursts, for gaudy in- 
vective and for fisticuffs with reporters, 
most Tennesseans may be sure of a cor- 
dial welcome in his office. If he wants 
something from the Government, the 
Senator doggedly sets to work to get it. 
Letters and telegrams are answered at 
once and the answers followed up. 

Over the years, too, the Senator has 
salted his State with federal jobholders. 
He opposes the extension of Civil Service 
and sticks quite frankly to the old political 
principle of “to the victors belong the 
spoils.” Federal patronage has been the 
basis of Mr. MckKellar’s alliance with 
the political organization of Ed H. 
Crump, in Memphis and _ surrounding 
Shelby County. It also gave him the sup- 
port of the rural courthouse rings. 

The Senator also has a way of getting 
things done for his State. His autobiogra- 
phy in the Congressional Directory says 
he has had a hand in the building of 72 
new Tennessee post offices, at a cost of 
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WITH SENATE PRESIDENT PRO TEMPORE McKELLAR 
The seniority escalator moves slowly but steadily 


more than $12,000,000. There also have 
been other federal buildings, bridges and 
roads. And, of course, there is the Ten- 
nessee Valley Authority, which he pushed 
in the early days to the point of getting 
dams built before TVA officials thought 
the time had come for them 

This listing of the Senator’s proficien- 
cies in making friends and winning votes 
overlooks, however, a legislative record 
that until recent years was of a generally 
liberal to New Dealish nature. 

Wilsonian. The Senator was born in 
Southern Alabama on Jan. 29, 1869, a 
date he has stopped listing in the Con- 
gressional Directory. After a boyhood in 
the hard. impoverished days of recon- 
struction. he worked his way with high 
honors through the University of Ala- 
bama and then to a law degree. He 
moved to the growing city of Memphis 
and in 19 years of bustling practice ac- 
quired a competency and became active 
in local politics. In 1911, he was elected 
to the House of Representatives. 

Moving to Washington, he found he 
had to ship his new automobile by rail, 
because of a lack of roads across Ten- 
nessee. One of his first activities in the 
House was a drive for more road-build- 
ing help from the Federal Government, 
especially for building roads in Tennes- 
see. He was successful. 

He gave the policies of Woodrow 
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Wilson full support. He voted for the 
income tax amendment, for the direct 
election of Senators, the bill creating the 
Labor Department and the Federal Re- 
serve Act. In foreign affairs he always 
has been an internationalist. 

By 1916, his alliance with the Crump 
organization had been formed. In that 
year, in the first direct election of 
Senators, Tennessee sent him to the 
Senate. He backed the League of Na- 
tions, women’s suffrage and prohibition. 

Twelve Republican years found Sena- 
tor McKellar shorn of some of his 
abilities to obtain favors for Tennes- 
seans, but he could still make friends. 
He was re-elected regularly, even in 
1928, when Tennessee gave its electoral 
vote to Herbert Hoover. Meanwhile, the 
Senator picked up a feud with Andrew 
W. Mellon, then Secretary of the 
Treasury. Repeatedly and vociferously 
he demanded Mr. Mellon’s removal from 
office on the ground that his business 
connections made him ineligible. 

New Dealer. Senator McKellar came 
out for Franklin D. Roosevelt as early as 
1931. He fought hard for most New 
Deal reforms, although he regretted Mr. 
Roosevelt’s determination to extend Civil 
Service and repeal prohibition. 

When the Democrats took over the 
Senate in 1933, Mr. McKellar became 
chairman of the Committee on Post 
Offices and Post Roads. Many _post- 
mastership nominations and road projects 
passed through his Committee. It was a 
position that enabled Mr. McKellar to 
help not only Tennessee, but also other 
Senators. Meanwhile, as a member of 
the Appropriations Committee, the Sen- 
ator was helpful in getting Mr. Roosevelt 
the appropriations he wanted. 

“Fair Dealer’? Now, Mr. Truman 
will want appropriations, the biggest in 
peacetime, to put his “Fair Deal” into 
effect and arm the nation against world 
uncertainties. Senator McKellar has a 
long record of supporting such appro- 
priations. The fact that he is chairman of 
the Appropriations Committee is ex- 
pected to facilitate the Administration’s 
quest for funds. 

As chairman, Mr. McKellar delegates 
most of the work to standing subcommit- 
tees. These handle the expenditures of 
specified segments of the Government— 
one, for example, for the military, an- 
other for the independent agencies, a 
third for a group of departments. But 
he keeps a diligent watch over this proc- 
ess. And he has a strong say in writing 
the final bill in a conference committee 
representing both House and Senate. 

There are, however, some phases of 
the “Fair Deal” that find Senator McKel- 
lar off the Administration list. He sup- 
ported the Taft-Hartleyv bill to the point 
of voting to override President Truman’s 


veto, after a career of being chummy 
with labor. The break was due, it is 
said, to Mr. Crump’s distaste for the CIO, 
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which for years he had kept out of 
Memphis. 

On civil rights, Senator McKellar is a 
Southerner. When such issues as the poll 
tax (Tennessee is a poll-tax State), anti- 
lynching and fair employment practices 
legislation are up, he is ready to lend his 
oratory to a Southern filibuster. 

Mr. Truman wants to straighten out 
the tenure situation in the Atomic Energy 
Commission and give David E. Lilienthal 
a full five-year term as Chairman. He 
emphatically will receive no help from 
Senator McKellar, whose feud with Mr. 
Lilienthal runs back over many years. 

As head of the Tennessee Valley 
Authority, Mr. Lilienthal refused to let 
the Senator say who should have jobs 
and where the dams should be built. 
When Mr. Lilienthal was originally ap- 
pointed to the AEC, the Senator held up 
the nomination for weeks in committee, 
featuring accusations of Communism 
against Mr. Lilienthal and TVA. The 
committee finally cut the Senator short. 
Mr. Lilienthal was confirmed, as was his 
TVA successor, Gordon R. Clapp, whom 
Mr. McKellar also opposed. 

President pro tempore. A number of 
Senate Democrats opposed Mr. Mc- 
Kellar’s election as President pro tem- 
pore. Some boomed Senator Millard E. 
Tydings, of Maryland. Leslie Biffle, 
Senate Secretary and White House con- 
fidant, is said to have worked against 
Senator McKellar, indicating a White 
House interest in the outcome, although 
the Senator and President Truman long 
have been on terms of marked cordiality. 

To the surprise of many, one Mc- 
Kellar feud has not developed. It had 
been expected that there would be at 


‘Jeast a certain coolness toward his newly 


elected Senate colleague, Estes Kefauver. 
The latter, a liberal, beat the Crump or- 
ganization in a bitter primary. But Mr. 
McKellar smilingly escorted his young 
colleague down the Senate aisle to re- 
ceive the oath of office. 

Senator McKellar has had periods of 
poor health in the last several years, but 
has improved recently. At any rate, a 
few weeks ago he took a punch at a 
Tennessee publisher and _ political foe 
who had been making a point of Mr. 
McKellar’s age. He also swung on a 
reporter who asked insistent questions 
about how old he is. The Senator has 
grown touchy on that subject. 

“Old Guard.” There are younger 
committee chairmen, and the Demo- 
cratic Floor Leader, Scott W. Lucas, ot 
Illinois, is 56. But the heads of Senate 
committees include Senators Tom Con- 
nally, 71, of Foreign Relations; Elmer 
Thomas, 72, of Agriculture; E!bert 
Thomas, 65, of Labor; Pat McCarran, 
72, of Judiciary, and Walter F. George, 
70, of Finance. The “Old Guard” is a 
phrase usually applied to a group of 
Republicans, but the Democrats seem 
to have one, too. 
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Americans are losing business 
in Eastern Europe because of 
U.S. trade rules. Other countries 
are moving into the market. 

Russian bloc, denied U.S. 
products, finds it can buy in 
Britain, Belgium, other countries 
receiving U. S. aid. 

Result is a sharp drop in busi- 
ness for U.S. manufacturers. It 
may put a lasting crimp in Ameri- 
can markets abroad. 


U.S. businessmen, seeking trade 
throughout the world, are running into 
a strange situation in Eastern Europe, 
where Russia tends to dominate. In 
that area, trade for Americans is de- 
clining sharply as a result of U. S. offi- 
cial policies. 
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Shifts in U. S. Trade 


With Eastern Europe 





article represents the result of an 


> extensive research on a problem of out- 


standing importance in National Affairs.) 


RED TAPE VS. U.S. EXPORTS 


‘Cold War’ Helps Others Sell in East Europe 


Yet American businessmen find that 
traders of other nations, some of them 
getting help from this country, are mov- 
ing in to take over commerce that the 
U.S. is sacrificing. The result is affect- 
ing American producers of everything 
from cotton to machinery. 

Britain, for example, is just concluding 
a $120,000,000 trade deal with Yugo- 
slavia. Britain, too, is selling to Poland 
on orders that the U.S. could have had. 
Traders in Belgium, Sweden and Switzer- 
land all are profiting in sales to Eastern 
Europe of goods that the buyers first 
tried to get in the U. S. 

What is happening is best shown 
by individual cases. Americans trying to 
do business with buyers behind Russia’s 
Iron Curtain are running into a tangle of 
red tapé in Washington. Typical of the 
troubles faced by U.S. businessmen are: 

Oil-drilling machinery worth $2,000,- 
000 was ordered in New York by the 
Yugoslav Government several months 
ago. The Commerce Department refused 
to grant export licenses, so Yugoslavia is 


buying similar machinery in Britain. Now 
the U.S. policy toward Yugoslavia is 
changing because the Belgrade Govem- 
ment is quarreling with Moscow. Ameri- 
can exporters, as a result, are trying again 
for export licenses, but they fear that 
British firms already are tying the new 
Yugoslav oil industry to British suppliers. 

Glazing equipment for pottery, or- 
dered in the U.S. two months ago by 
Czechoslovakia, still is held up by lack of 
an export license. The Czechoslovaks are 
buying the equipment in Sweden; U.S. 
exporters are losing a sale. 

Truck tires and tubes, ordered by Po- 
land for American-built tractors and 
trucks sent to Poland by the United 
Nations Relief and Rehabilitation Ad- 
ministration, also could not be supplied 
by U.S. firms because export licenses 
were refused. Poland is buying from Brit- 
ish tire companies. Also, Poland has shift- 
ed orders for photographic material from 
U.S. to Belgian firms because the Com- 
merce Department refused export licenses. 

Countries receiving dollar aid from the 
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U.S., thus, are profiting from deals with 
Eastern Europe that American exporters 
cannot handle because the U.S. Gov- 
ernment objects. American officials have 
the power to withdraw aid when a coun- 
try uses U.S. supplies to make items for 
other countries that the U.S. itself will 
not sell to. Trouble is that Western Euro- 
pean countries usually use their own sup- 
plies for such exports. Also, recovery of 
Western Europe depends in part on trade 
with Eastern Europe. So the U.S. is in- 
clined to let Western Europeans engage 
in trade barred to Americans. 

A steel mill, ordered by Czecho- 
slovakia from a Pittsburgh firm in 1947, 
before the licensing system went into 
effect, provides an example of the kind 
of trade now eliminated. Czechoslovakia 
already has paid 80 per cent of the 
agreed price for the mill, now virtually 
completed, but the exporters are unable 
to get an export license. Military repre- 
sentatives on the export-control commit- 
tees do not want Czechoslovakia, now 
allied with Russia, to get an American 
steel mill, which can be converted to 
war industries. So the mill itself, built to 
Czechoslovak specifications and _repre- 
senting an investment of millions of dol- 
lars, remains idle in Pittsburgh. 

Businessman’s problem in the 
U.S., thus, is how to sell the Russians 
and East Europeans the things they want 
when they want them. 

Buyers in the Soviet sphere can get 
items on the U.S. “free list” of exports, 
which require no license—things such as 
beehives, furs, automobile horns, toys 
and some food and clothing, excepting, 
among other things, work gloves. What 
most buyers want is goods still in short 
supply or things that, for military reasons, 
require export licenses. 

Sellers in the U.S. are finding it hard 
to deal with Russia and Western Euro- 
pean countries. There is no fixed list of 
things that cannot be sent to Eastern 
Europe; each case is treated separately 
by the Department of Commerce and the 
three interdepartmental committees con- 
cerned with export licenses. 

Deals licensed without question when 
the buyer is a West European who needs 
credit may be delayed for months when 
they involve buyers in the Soviet sphere, 
even though such buyers may be able to 
pay cash. Military men on the licensing 
committees in Washington may ask for a 
delay until the U.S. military attachés in 
Europe report back on the probable end 
use of the goods to be exported. 

Bankers in the U.S. also are affected 
by the U. S. Government’s policy. Poland 
and Czechoslovakia, for example, both 
are seeking large short-term loans to 
finance the purchase of U.S. cotton. 
Normally, U. S. banks are glad to handle 
such loans, which would be repaid out of 
the money earned in the sale of textiles 
and clothing made from the cotton. Now, 
however, the bankers are shying away, 
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Hyatt Journal Box 
cut away to show 
construction. 


Profiting by their experience covering millions of miles with 
Hyatt Roller Bearing Journal Boxes on their famous name 
trains, many railroads are planning to equip still more of their 
new passenger cars with Hyatts. 

Passengers will get the utmost in smooth-rolling riding—the 
comfort of an extra fare ride at no extra cost. 

Thirty-one of these modern minded railroads are now using 
Hyatts on new passenger cars. We have some facts and figures 
to present to interested railway officials. Hyatt Bearings Division, 
General Motors Corporation, Harrison, New Jersey. 
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Capacity 999,999.99 





Just consider! A full size Burroughs adding machine— 
standard of the world—for only $125! It’s fast, accurate, 
dependable . . . precision-built throughout. Why accept 
less when a Burroughs costs so little? Get the facts on 
this and other Burroughs adding machines today. Call 


your nearest Burroughs office for a demonstration, or write Daroagha 


BURROUGHS ADDING MACHINE CO., DETROIT 32, MICH. 














“How do we know we’re getting 
maximum efficiency 
from our heat- 








ing units?” 












“CONTROL OF HEATING UNITS in our plant 
was vital to production. Until we called 
in a Cities Service Engineer we had no 
check on percentage of fuel converted 
into productive energy ...amount wasted 
...or if we were getting the maximum 
amount of heat.” 


“THE INDUSTRIAL HEAT PROVER told us 
quickly and accurately the answers to 
these questions.”” The Heat Prover can 
be used on all industrial furnaces re- 
gardless of the fuel used. Also analyzes 
faulty diesel engine performance. Write 
for free demonstration today. 


CITIES &) SERVICE 


QUALITY PETROLEUM PRODUCTS | 


FREE—A fact-filled booklet en- 
titled “Combustion Control for 
Industry.” Write Cities Service 
Oil Company, Sixty Wall Tower, 
Room 303, New York 5, N. Y. 
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Special Report 


reluctant to take the risk involved in 
deals with Communist-controlled govern- 
ments closely tied to Russia. 

Manufacturers and dealers in export 
goods in the U.S. are afraid that this 
situation may result in a permanent loss 
of U.S. markets abroad if the “cold war” 
lasts much longer. Both Czechoslovakia 
and Poland plan to convert their textile 
mills to use long-staple Egyptian cotton 
or short-staple Russian cotton if they can- 
not get the U. S. variety, which their mills 
now use. The industrialization of Eastern 
Europe is likely to be based on Russian, 
British, Italian, Swiss or other machinery 
rather than U.S. machinery. The shift in 
trade thus may be made permanent. 

U.S. exports to Russia and Eastern 
Europe already are diminishing rapidly. 
Russia’s share of U.S. exports, for ex- 
ample, are down from a monthly average 
of $12,400,000 in 1947 to $2,350,000 as 
a monthly average in 1948. Last vear, 
Russia sold the U.S. about three times 
as much as the U. S. sold to Russia. U. S. 
exports to the Soviet sphere in 1948, as 
the chart shows, were far below the 
figures for 1947, lower still than in 1946 
when the UNRRA was sending American 
aid to Eastern Europe. 

Question for U. S. businessmen is how 
much longer it will be worth the risk and 
the effort to handle American exports to 
the Soviet sphere, how much longer Rus- 
sia and her satellites will sell more to the 
U.S. than they get in exchange. 

New business for Americans trading 
with Europe now is undertaken warily 
with an eye to the danger that export 
licenses may be refused. What American 
businessmen can expect in the immedi- 
ate future is this: 

More opportunities for U.S. sales 
may turn up in Yugoslavia and Finland. 
Licenses previously rejected for those 
countries may be granted. Policy is to 
encourage governments that break with 
Moscow’s line, even though they remain 
Communist like the Yugoslav regime, and 
to maintain trade with governments like 
that in Finland, which is not dominated 
by Communists serving Russia. 

More delay in granting export licenses 
to Eastern Europe and, for certain ex- 
ports of possible military value, to West- 
ern Europe, is probable. U.S. officials 
have orders to prevent leaks of American 
supplies from one area to another. 

Upshot of it all is likely to be a further 
reduction in trade between the U.S. and 
the Russian sphere. In the end, Russia 
may agree to sell manganese and other 
strategic materials, which the U.S. 
wants, only in exchange for U.S. goods 
that Russia wants. As long as the “cold 
war lasts, American businessmen are 
likely to have trouble doing business with 
countries dominated by Russia and to see 
this business shift to others. 
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LESS FORCE BEHIND PAY DEMANDS 


With More Layoffs, Fewer Strikes Are Due 


Growing scarcity of jobs will 
jake much steam out of fourth- 
round wage demands. Workers 
will be less eager to strike, em- 
ployers less willing to yield in a 
buyers’ market for labor. 

Auto industry, where orders 
still are plentiful, is the latest to 
report layoffs. Shorter work week 
will be sought by some unions if 
present trend continues. 


Layoffs in industry are continuing 
to increase. A steady rise in the num- 
ber of unemployed is adding to the 
troubles of labor leaders who want a 
fourth round of pay raises. The post- 
war sellers’ market in labor is starting 
to disappear. 

This trend is showing up in benefits 
paid to unemployed workers and_ in 
company announcements of plant layoffs. 
Despite this trend, there still are close to 
60,000,000 persons employed in 
this country. Employment, how- 
ever, has been declining since July, 
1948, and unemployment now 
stands at close to 2,000,000. 

A total of 1,252,000 workers had 
claims on file for unemployment 
benefits under State insurance pro- 
grams during the week ended Jan- 
uary 1. This is a larger number than 
for any other week since July, 
1946, when the country was emerg- 
ing from the reconversion period. 
A year ago, there were 851,000 
claims on file. For the first week in 
November, 1948, claims totaled 
808,000, and an upturn since then 
is expected to continue. 

Reports of workers being laid off, 
for lack of orders or materials, come 
from a variety of industries. The 
auto industry, for example, where 
backlog of orders has been high, is 
starting to dismiss some workers. 
Kaiser-Frazer Corp. announces it 
will be forced to lay off 3,500 to 
4,000 or go on a shorter work week 
for all employes. Also, Lincoln-Mer- 
cury Division of Ford Motor Co. 
says about 1,230 workers will be 
laid off due to material shortages. 
The same thing is happening in 
textile, clothing and other industries. 
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A problem for unions thus arises in 
connection with fourth-round pay de- 
mands. If unemployment continues to 
grow, pay increases will be hard to get. 
Most of the basic industries are not due 
to start negotiations before June or July. 
Where industries are cutting their work 
forces, or threatening to do so, unions are 
expected to be in a weaker bargaining 
position. Members will be less enthusias- 
tic about walking a picket line if they find 
other workers are available to take over 
their jobs in a plant. 

Gains for employers at the bargain- 
ing table will result from this easing of 
the labor market. Management, since 
the war, has been at a disadvantage while 
there was competition for labor. Now that 
workers are competing for jobs, em- 
ployers are gaining an edge in bargaining. 

Fewer strikes in the basic industries 
probably will be another result of the 
changing employment picture. Employers 
are likely to hold out against big raises, 
and workers will be reluctant to strike if 
loss of their jobs is threatened. 

Sharing the work will become more 
popular in many industries, if unemploy- 
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WORKERS ON ASSEMBLY LINE 
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ment continues. Instead of striking, work- 
ers will be concerned with layoffs. Most 
unions prefer a reduction of the work 
week to the laying off of large numbers. 
As the work week is‘shortened, with de- 
clining take-home pay, workers have an- 
other reason to fear long strikes. They 
will have no reserves to tide them over. 

The job picture, however, is not uni- 
form in all industries. This means that 
the unemployment situation will have 
varying effects upon unions’ pay demands 
in the various industries. 

Industry by industry, this is how 
the present job trend affects major fourth- 
round negotiations: 

Textiles. An opening bid for a raise of 
10 cents an hour, made by CIO Textile 
Workers, was rejected by New England 
cotton and rayon mills. As a result, the 
wage question went to arbitration, with 
both sides pledged to abide by the 
decision. Woolen manufacturers also re- 
jected the union’s 10-cent demand, and 
arbitration is scheduled. Layoffs have 
been increasing in this industry. 

Clothing. Unemployment and a short- 
er work week in the men’s clothing indus- 
try were partly responsible for fail- 
ure of CIO’s Amalgamated Cloth- 
ing Workers to ask for a pay in- 
crease !ast month, when contracts 
could be opened. 

Steel. With output near capacity, 
unemployment is not expected to 
appear in the steel industry for 
months to come. Thus, layoffs will 
not be a problem for the CIO 
Steelworkers, whose contracts per- 
mit a strike after July 16, if wage 
and welfare issues are not settled. 
However, the CIO here may run 
into governmental pressure to hold 
steel prices down to prevent an- 
other round of inflation. 

Autos. Any considerable amount 
of unemployment in the auto indus- 
try could cause trouble for the CIO 
Auto Workers when wage. talks 
begin late this spring. The union 
also will have hard going if the big 
auto plants go on shorter work 
weeks because of lack of orders or 
materials. The union has indicated 
that Ford is to be the chief target 
this year. The company’s contract 
expires July 15. 

That is the situation in some ma- 
jor industries. Others, like rubber, 
are reducing the work week or lay- 
ing off workers, Some, including air- 
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Perhaps you are looking for 
more sales features for your 
products—improvements you can 
demonstrate, worthwhile advan- 
tages for the buyer. Take the 
metal awning business as an 
example: CMP Stainless Thin- 
steel with its inherent corrosion 
resistance, lifetime service and 
glistening beauty offers real 
demonstrable advantages for a 
specialized product in a competi- 
tive industry. 


Thinsteel may be your answer, 
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craft, may add workers as defense orders 
get into production. The outlook appears 
to vary from industry to industry, for 
both employment and pay prospects. 


LABOR-LAW CHANGES 
EACH SIDE IS ASKING 


The stakes are high for both employers 
and unions in the fight that is getting 
under way in Congress over repeal of the 
Taft-Hartley Act. Employers have some 
ideas of what should be in a new labor 
law, if there is to be one. Union leaders 
have other ideas. Congress may take 
months to reconcile these differences. 

What employers want in any labor 
law includes the following major points: 

Controls on big strikes that can dis- 
rupt the whole economy are a “must” 
with most employers, who favor some- 
thing like the present procedure, with 
injunctions to delay strikes for 80 days. 

Injunctions against secondary boycotts 
and jurisdictional strikes also are favored. 

Damage suits against unions for vio- 
lation of contract will be authorized in 
any new law, if employers have their 
way. Many employers believe that the 
mere threat of a damage suit has helped 
to prevent wildcat strikes. 

The “closed shop” is opposed by 
most employers, and they favor con- 
tinuing to outlaw this type of contract. 
Some companies, however, favor per- 
mitting return of the “closed shop.” 

Mass picketing would continue to be 
outlawed. Most employers want to see 
the law toughened on this point, rather 
than weakened. 








Unfair practices of unions would be 
regulated in other ways. Retention of 
Taft-Hartley sections that outline a code 
of conduct for unions is favored, includ- 
ing a requirement that unions bargain in 
good faith. 

Those are some of the chief proposals 
that management representatives will 
urge upon Congress when it considers 
new labor legislation. 

What unions want in any revision 
of the labor legislation is not revealed in 
exact terms so far, because labor leaders 
are trying, first, to get the old Wagner 
Act restored to the books, along with 
repeal of the Taft-Hartley Act. After the 
former law is restored, unions are willing 
to ta’s about amendments. There are 
some .ndications as to how far they will 
go on amendments. 

For big strikes, most union officials 
probably will agree to regulations tend- 
ing to delay walkouts while a fact-finding 
board recommends settlements. Any 
such procedure, however, would be con- 
fined to a few key industries. 

Secondary boycotts and jurisdictional 
strikes also probably can be regulated 
without too much opposition from labor. 
The unions will try to limit the scope 
of these restrictions. 

Legalized “closed shop” will be 
sought again by the unions. Also, unions 
want no restrictions on the “union shop,” 
such as the election requirement of the 
present law. 

Protection for organizing is another 
aim of the unions. That is why they do 
not want to remove the Wagner Act 
from the books. The unions need the 
Wagner Act, with its bargaining elections 
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GETTING SET FOR A NEW LABOR LAW 
Meeting on Capitol Hill to discuss a new labor law. Seated, left to right: Presidential 
Counsel Clifford, Senate Committee Chairman Thomas, Labor Secretary Tobin, Con- 
ciliation Director Ching. Standing: NLRB Chairman Herzog and Member Murdock. 
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to force employers to negotiate and with 
its power to restore members to their 
jobs if they are fired for union activity. 

Protection for strikes also is sought 
by the unions. They object to provisions 
of the present law that enable an em- 
ployer to replace strikers with other 
workers, who then can vote to expel the 
union from the shop. 

What finally emerges from Con- 
gress on this question is not likely to be 
settled without long argument. The 
chances are that both employers and 
unions will have to give up some of their 
ideas as to what the law should contain. 


RIGHT DENIED TO ASK 
STRIKERS TO RETURN 


An employer who invites individual 
strikers to return to work may find him- 
self in trouble with the National Labor 
Relations Board on the basis of a decision 
just issued by the Board. The decision 
brought a dissent from Board Member 
]. Copeland Gray, who contended that it 
was contrary to previous NLRB policy. 

The majority of an NLRB panel hear- 
ing the case—Chairman Paul M. Herzog 
and Member Abe Murdock—ruled that 
the employer’s actions in talking to in- 
dividual strikers were designed to under- 
mine the union that held bargaining 
rights for the plant. Thus, they ruled, the 
employer violated the Taft-Hartley Act. 

The incident involved in the decision 
was reported by the Board as follows: 
The president of a company went out on 
the picket line in front of his shop and 
invited individual strikers to return to 
their jobs. Board members agreed that 
remarks of the employer contained no 
threat or inducement. Employers sup- 
posedly are allowed to discuss union is- 
sues with their workers as long as there 
is no coercion or promise of reward. 

The majority of the panel ruled, how- 
ever, that the employer had no right to 
issue his invitation directly to individual 
workers. Had the appeal been made to 
the strikers as a group, asking for action 
through their union, the majority said, 
the employer would have been within the 
law. These Board members stated that 
the previous decisions cited by Mr. Gray 
involved appeals for group action, rather 
than individual action. 

Mr. Gray argued that the employer 
had bargained with the union in good 
faith and had indicated that he would 
continue to bargain with the union after 
the strike ended. Therefore, Mr. Gray 
held, he was within his rights in talking 
directly to employes on the picket line. 

The decision came in a case involving 
the Sam’l Bingham’s Son Mfg. Co., of 
Chicago and the CIO United Rubber 
Workers. 
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card. He's ready and anxious to help 
you increase consumer good will by 
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IF SOCIAL AID IS INCREASED— 


Cost of Truman Plan to Employers, Workers 


Employers and workers would 
have to kick in $2,190,000,000 
more out of pay rolls to get Mr. 
Truman's social program going. 

This is only a beginning. Pay- 
roll taxes would have to rise 
much higher in later years, as 
programs get into full operation. 

All told, for now, Mr. Truman 
wants $6,190,000,000 in new 
taxes on pay rolls, corporations, 
individuals, estates, gifts. 


A tax increase of at least $6,190,- 
000,000 a year is what President Tru- 
man figures it will take to swing the 
plans he has in mind for the Govern- 
ment. This is the amount he is asking 
Congress to vote in 1949. In later 
years, if his social programs are 
adopted, there will be requests for 
still more tax increases. 

What Mr. Truman wants, for the 
present, is this: 

From corporations, individuals, es- 
tates and gifts, mostly from corporations, 
$4,000,000,000 a year in new tax revenue. 

From pay rolls, in extra taxes to 
finance his social and welfare programs, 
at least $2,190,000,000, to be taken from 
employers and employes. 

With these additional taxes, the Gov- 
ernment’s take from the public would rise 
to more than $51,000,000,000 a year. 
This is on a cash basis, as distinguished 
from the regular budget basis. The 
budget reflects only part of the taxes 
collected under social and welfare pro- 
grams, 

Pay-roll-tax proposals are a phase 
of Mr. Truman’s program that has re- 
ceived little public attention. Yet the in- 
creases he asks in these taxes signal the 
beginning of new programs that eventu- 
ally could run into annual costs of many 
billions. More rises in pay-roll-tax rates, 
if the programs themselves are adopted, 
will come gradually over the years, 

As a starter, here is what Mr. Truman 
recommends: 

For old-age insurance, higher rates 
and broader coverage, additional taxes of 
$1,700,000,000. 

For health insurance, $230,000,000 
in taxes to get the program started. 
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For unemploymen? insurance, tax 


increase and broader coverage, addi- 
tional taxes of $230,000,000. 
For disability insurance, recom- 


mended as a new program, amount to be 
raised in taxes not yet specified. 

In more detail, Mr. Truman’s plan for 
social programs and pay-roll taxes to 
finance them is this: 

Old-age-insurance tax, on July 1 
1949, would rise from 1 per cent each on 
employer and employe to 1.5 per cent on 
each. Under present law, this increase 
would take place on Jan. 1, 1950. 

Later, probably at the beginning of 
1950, additional changes would be made. 

The pay maximum against which the 
tax applies would be raised from $3,000 
to $4,800 per year. 

Coverage would be extended to about 
20,000,000 additional persons, including 
farmers, farm workers, domestic workers, 
self-employed persons, doctors, lawyers 
and employes of such institutions as hos- 
pitals, churches and foundations. 

Benefits, both for retired workers and 
for survivors, would be increased. 

Health-insurance tax would start 
out, probably Jan. 1, 1950, at one fourth 
of 1 per cent each on employer and em- 


ploye. The tax would apply to the first 
$4,800 of the employe’s annual pay. As 
the system gets into full operation, the tax 
would rise sharply. Administration offi- 
cials say the tax probably would reach 
about 2 per cent each on employer and 
employe within 10 years. Opponents of 
the plan argue it would have to go higher 
than that to cover costs. 

Coverage would be given to nearly all 
workers and their families. 

Unemployment insurance, under 
Mr. Truman’s plan, would become more 
costly for employers. They bear the 
whole tax for this program. 

Pay maximum against which the tax 
applies would be increased from $3,000 
to $4,800 per year. 

Coverage would be extended to nearly 
everybody who works for a living. 

Tax rates would remain at present lev- 
els. This varies from State to State, but 
averages about 1.5 per cent. 

Payments to covered workers would be 
stepped up sharply. More uniformity in 
payments and in the duration of unem- 
ployment benefits would be sought. 

Disability-insurance tax probably 
would start out at one half of 1 per cent 
each on employer and employe. This 











© e 
Federal Taxing and Spending 
Year Ended Year Ending Year Ending 
June 30, 1948 June 30, 1949 June 30, 1950 
(Actual) (Official estimate) (Official estimate) 
INCOME: 
Individual income taxes $20,997 ,000,000 $18, — 000,000  $19,135,000,000 
Corporate income taxes 10,174,000,000 09,000,000 12,252,000,000 
Excises 7,402,000,000 7 rays ,000,000 7,900,000,000 
Employment taxes (net) 780,000,000 856,000,000 904,000,000 
Estate and gift taxes 899,000,000 797,000,000 653,000,000 
Customs 422,000,000 407,000,000 407,000,000 
Other revenue 38, 808. 000,000 2,275,000,000 1,831,000,000 
Tax refunds (deduct) 2.272.000,000 2,709,000,000 2,097,000,000 
Total net income 42.210.000,000 39; 580, 000, 000 40,985,000,000 
SPENDING: 
National defense $10,924,000,000  $11,745,000,000  $14,268,000,000 
Foreign aid 4,782,000,000 7,219,000,000 6,709,000,000 
Veterans’ aid 6,567,000,000 6,799,000,000 5,496,000,000 
Interest 5,188,000,000 5,325,000,000 5,450,000,000 
Welfare and security 1,853,000,000 1,963,000,000 2,358,000,000 
Transportation and 
communication 1,267,000,000 1,757,000,000 1,586,000,000 
Natural resources 1,091,000,000 1,616,000,000 1,861,000,000 
Agriculture ,000,000 1,805,000,000 1,662,000,000 
Housing 82,000,000 349,000,000 388,000,000 
General government 1,504,000,000 1,187,000, 000 1,224,000,000 
Other —42,000,000* 415,000,000 856,000,000 
Total spending 33,791,000,000 40,180,000,000 41,858,000,000 
Surplus (+-) or deficit (—) +8,419,000,000 —600,000,000 —873,000,000 
* Credit; deduct 
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would apply against the first $4,800 of 

the worker’s income. The rate would rise 

later, probably to at least twice the start- 
ing rate. Benefits would be paid for both 
temporary and permanent disability. 

Added up, the pay-roll taxes that Mr. 
Truman wants just to get expansion of 
social programs started would effect: 

Employers would find their share of 
the tax 2.25 per cent of pay roll, plus an 
average of 1.5 per cent for unemploy- 
ment insurance, a total of 3.75 per cent. 
Including the tax for unemployment in- 
surance, they now pay an average of 2.5 
per cent. Moreover, the maximum per 
worker against which the tax applies 
would be increased from $3,000 to $4,500. 

The employe now pays | per cent up 
to $3,000. He would be called upon to 
pay 2.25 per cent up to $4,800. 

Thus, a worker who now pays a maxi- 
mum of $30 a year in pay-roll tax would 
have to pay as much as $108 a year dur- 
ing the first stage of Mr. Truman’s pro- 
gram. That would be $72 for old-age in- 
surance, $12 for health insurance, and 
$24 for disability insurance. 

Tax timetable, as Administration 
officials are preparing it to submit to 
Congress, would be about like this: 

Next July 1, the rate for old-age in- 
surance would advance from 1 to 1.5 per 
cent each on employer and employe. 

Next January I, the wage maximum 
for old-age insurance would change from 
the present $3,000 to $4,800. Pay-roll 
deductions would begin for employes not 
now covered. Self-employed persons 
would become subject to a tax of about 
2.25 per cent for old-age insurance. De- 
ductions would start for disability insur- 
ance and health insurance. 

On July 1, 1950, the rate for health 
insurance probably would advance to 
about 1 per cent, to be divided half and 
half between employer and employe. 

By Jan. 1, 1952, the total take in pay- 
roll taxes would be around 8.5 per cent, 
as follows: 

For unemployment insurance, 1.5 per 
cent on the average, the whole amount 
paid by the employer. 

For old-age insurance, 3 per cent, half 
paid by the employer and half by the 
employe. 

For disability insurance, 1 per cent, 
divided between employer and employe. 

For health insurance, 3 per cent, half 
against the employer and half against 
the employe. 

Eventually, when the programs are in 
full operation, total pay-roll taxes, accord- 
ing to Administration planners, would be 
somewhere between 10 and 13 per cent. 
Except for unemployment compensation, 
these taxes would apply equally against 
employers and employes. Not everybody 
agrees with this estimate of the eventual 
tax. Many contend that, to do the things 
Mr. Truman wants to do, the tax would 
have to go much higher. 

The plans outlined here are those of 
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N THE YEAR AHEAD, will operating 

cash be your Number One problem? Can 
high costs, high selling prices, and continued 
slowing down of collections limit your volume 
. . . possibly belqw the break-even point? 


If so, you should read our timely new 
book, just off the press. It explains how you 
can get the funds needed for efficient and 
profitable operation. 


You may discover that under our Com- 
mercial Financing Plan you can get double or 
triple the amount of money available under 
commercial time loans. You will read how 
money is available under a continuing ar- 
rangement that frees you from renewals, 








calls and periodic cleanups of loans . . . en- 
ables you to plan ahead intelligently despite 
a tightening money market. 


“HOW TO HAVE AN 
AND CONTINUING 
OPERATING CASH” 


manufacturers and wholesalers are finding 


ADEQUATE 
SOURCE OF 


shows you why 


this plan sound, advantageous and econom- 
ical . . . why they used more than a 
quarter of a billion dollars under our Com- 
mercial Financing Plan last year. 


Write or telephone the nearest Com- 
Credit listed 
below for your copy of this timely book. 


mercial Corporation office 


There is no obligation. 


COMMERCIAL FINANCING DIVISIONS: Baltimore 2 = New York 17 © Chicago 6 
los Angeles 14 = San Francisco 6 = Portland 5, Ore... and other offices in more than 


300 cities of the United States and Canada. 
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GOOD Food at Noon... 
BETTER Work all Day! 


poe 
WY, EHICAGO 


Balanced, nourishing meals 
served in the plant speed 
production... build plant 
morale...save time. You'll 
find industrial cafeterias 

designed and built by PIX in large plants, 

and small .. . because PIX engineers 

and craftsmen consistently provide 

the right plant food service 

equipment for industry’s every 

need, every budget. 


Write for full information. Dept. C 


atBERT PICK Co.1nc 


23159 FPERSHING ROAD, CHICAGO 9 














HUNDREDS OF NEW 
PROFIT SOURCES “MUST” _NEWS 


yours today in 
the New 1949 


treasury of 





The Management Staff, the 
Production Staff,: the Engi- 
neering Department, and the 


“NEW PRODUCTS officials responsible for sales, 


VICES” distribution, and transporta- 
tion—these men and _ their 


assistants naturally are cover- 





This exciting new Journal of Com- to-cover readers of U.S. 
merce 80-page handbook lists and de- News & World Report be- 
scribes 1,000 new money-making lines i 
by 750 manufacturers. Yours to use, cause they must keep in- 
sell, produce or compete with. Get formed on national and 
your copy now—then follow the daily 2 : é 
“New Products” column in The Jour- international trends—which 
nal of Commerce. Your copy sent free today, more than ever, is 
with trial subscription of J-of-C—10 
weeks for only $5, a saving of $2.50. 
Mail coupon now—keep track of new 
profit sources. ae eit ; . 
| FpralotGammene | Advertising in this magazine 
Journal THE NEW YORK gains prestige and importance 


MUMNerce when ‘appearing next to this 
. 6. ” 


important “must” news. 


“must”? news. 


53 Park Row, off York 15, N. Y. 
Send me the J. of C.for the next 10 weeks plus 
my copy of “New Products and Services.” . Be , 

Check for $5 is enclosed. U. 5. News & Wor Id Report 
Advertising Department 


30 Rockefeller Plaza New York 20, N. Y. 
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Ginance Week 


Mr. Truman and his social and welfare 
planners. Enactment of these plans jn 
full is not yet a sure thing. There js 
widespread opposition to portions of jt. 
particularly to the health-insurance sys- 
tem. The program may yet be scaled 
down. However, whether .the full pro- 
gram becomes law or not, employers and 
employes can expect a gradual rise jn 
pay-roll taxes for security in years ahead. 

In other tax fields, thinking in 
Congress suggests this outlook for 1949: 

Corporations face a definite possi- 
bility of higher taxes on their earnings. 
Current proposals are to date the rate 
increase back to Jan. 1, 1949, so that all 
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TO FINANCE NEW PROGRAMS ... 


profits for this calendar year would be 
affected. 

A boost in the regular corporate rate 
appears to be the best bet. Smallest cor- 
porations probably will not be affected. 
Those earning more than $50,000 for the 
year may get a rate increase above the 
present 38 per cent. If so, the top rate 
probably will be placed somewhere be- 
tween 42 and 45 per cent. An increase 
to 45 per cent in the maximum rate, as- 
suming profits remain at about present 
levels, would produce a little over $2.,- 
000,000,000 a year in added revenue. 

Excess-profits tax still has some 
backing in Congress, but the chances of 
its becoming law are slim. 

Fully graduated rates for corpora- 
tions, similar to the system now used for 
individual incomes, is being urged by 
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some members of Congress, but the odds 
are greatly against it. 
Undistributed-profits tax appears to 
have but little support. 
“Individuals, married persons in the 
middle and upper brackets, may be called 
upon to bear a portion of any increase in 
taxes. This is not yet a certainty. Trouble 
is that, with any substantial increase in 
rates across the board, single persons in 
upper brackets would find themselves 
paying higher taxes than they paid before 
the tax cut voted by Congress last April. 
Married persons, through income split- 
ting, got the big tax reductions under that 
act. Government tax experts are trying 


Receipts and Expenditures 


to work out a formula that would apply 
tax increases only against those who got 
the benefit of income splitting in 1948. 
Mr. Truman asked Congress to look 
into the possibility of increasing the in- 
come taxes of persons in the middle and 
upper brackets. He now discloses that he 
meant persons with incomes of $6,000 a 
year and above. 
Estate and gift taxes may be tight- 
ened somewhat. Mr. Truman wants this. 
Excises, in a few cases, may be re- 
duced. But wholesale cuts are unlikely. 
Higher taxes, over all, probably will 
be voted in 1949, but increases on the 
scale Mr. Truman proposes are doubtful. 
Pay-roll taxes are likely to rise. So are 
corporate income taxes. Tax increases on 
individual incomes, estates and gifts are 
far from a sure thing. 
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This promising industrial picture 


is developing for you 


—in Connecticut! 


Many vital factors change from negative to positive when 


Connecticut’s formula for industrial success is followed. Here it 


is! A factory in Connecticut where labor is highly skilled and 


highly productive and gets along so well with management, where 


every kind of transportation at its best is available; where markets 


ate so close by; where every asset for industrial success is at hand. 


No point in Connecticut is further than 170 road miles from 


New York City. 


Write to Connecticut Development Commission, Department NW7, 
State Office Building, Hartford 15, Connecticut, for information 


on the special advantages Connecticut offers your type of industry. 


This service is free! 


ECTICUT 


Put your business in a “State of Success” 





il 








How come there’s never snow 
on the Moffetts’ front walk 2 


You never see anyone shovel the walk 
in front of the Moffett home, yet it’s 
always free of ice and snow, even dur- 
ing the worst winter weather, the 
heaviest blizzard. What’s the answer? 

To find the explanation you have 
to look beneath the surface, as often 
happens in a mystery. The answer is 
heat, which melts the ice and snow 
and causes evaporation. The heat is 
supplied by warm water circulating 
through pipes embedded in the walk. 
The water is heated by the regular 
house-heating system. 

Whenever there’s a snowfall, or ice 
has formed on the walk, Mr. Moffett 


turns on his snow-removal system. ‘The 
water begins to circulate as it warms 
to a predetermined temperature. At 
other times the system stands by, with 
damage prevented by anti-freeze. 
This same method also banishes 
ice and snow from driveways and is 
used at service stations, loading plat- 
forms, airport hangars. In its piping 
arrangement it resembles radiant 
heating, which is finding so many 


advocates today. Radiant heating 
Maintains room comfort by circu- 
lating warm water through pipes 
embedded in floors or ceilings, and 
sometimes in outer walls. 

In radiant-heating systems and in 
snow-removal installations relying on 
warm water, the pipe used is often 
Rayduct, a Bethlehem Steel product. 
Rayduct is made especially for radi- 
ant heating and similar applications. 
It is sound, dependable pipe; is easy 
to weld, and can be bent cold into 
the sharp turns which are so common 
in this class of work, making it eco- 
nomical for the contractor to install. 


BETHLEHEM STEEL 


SERVES THE NATION 
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Trend of American Business 














24th and N Streets, N.W. 
Washington, D. C. 


Businessmen are becoming more uneasy over recent trends in activity. 

Bank loans have tumbled. Weekly reporting banks showed a $195,000,000 
shrinkage in business loans for the week ended January 5. That was close toa 
record drop. It could be a sign that businessmen are reducing commitments. 

Unemployment is on the rise. In New York, unemployment-insurance rolls 
showed 58,000 more people drawing benefits. Total on the rolls was 468,000. 

Price.weaknesses, already apparent in foods and textiles, are spreading to 
hard goods. Steel-scrap prices broke $2 a ton one day in the Pittsburgh area. 

These developments strengthen the growing opinion among many businessmen 
and bankers that the boom may be over. A number of bank presidents have told 
their stockholders they expect a smaller demand for loans in the year ahead. 








A buyers' market in automobiles is foreseen within six months by one auto 
manufacturer. Another blames tight credit terms for his production cutbacks. 

Department-store sales took a jump in the first week in January. But buy- 
ers were attracted chiefly by sharp markdowns in both hard and soft goods. 

Price resistance by consumers, if continued, could bring a rather severe 
dislocation, in the opinion of Malcolm P. McNair of the Harvard Business School 
faculty. This trend has others wondering how far it will go, what it may mean. 








The Truman budget, however, contains many business-Supporting promises. 
For example, in the 12-month period beginning July 1, 1949: 

Aircraft buying is down for $1,718,000,000, against $1,157,000,000 in the 
current fiscal year. That means $561,000,000 more orders for plane factories. 

Stockpiling is to receive $525,000,000 against $350,000,000. This program 
promises to take up some slack in the demand for strategic metals and materials. 

Military construction and Navy shipbuilding are down for $708,000,000, 
against $595,000,000 in the present fiscal year. That means more contracts. 

Rural electrification is to step up from $283,000,000 to $330,000,000. 

Highway program calls for $532,000,000, against $489,000,000 this year. 

Atomic-energy development calls for $725,000,0000 against $634,000,000. 

Aid to Europe is to drop by $100,000,000, but continues at $4,500,000,000. 
Emphasis on aid to Europe is to shift from food to industrial materials. 

All these Government programs promise substantial orders to many lines of 
private business--building contractors, equipment manufacturers, mining firms. 























Individuals, too, are to get a lot of Spending money from Government. 

Farmers are down for $538,000,000 in crop Supports. They are very likely 
to get more--perhaps as much as $1,000,000,000 more--if harvests are good. 

Aged, widows, orphans are eStimated to receive $1,162,000,000 in federal- 
assistance programs. That does not include Social Security pension benefits. 

Veterans probably are to be paid $2,000,000,000 as a refund on insurance 
premiums. This money is not likely to be paid out until late in 1949. 

All told, the Government intends to pay $66,584,000,000 in cash to the pub- 
lic in the 18 months ending June 30, 1950. At the same time, cash collections 
from the public are put at $70,484,000,000, if Mr. Truman gets the higher taxes 
he seeks. That would be mildly deflationary, because the plan is to take more 
from the public than is paid out. But it represents a plan to distribute the 
Government's income and outgo in such a way as to generate a lot of activity. 


(over) 





Written for the issue of January 21, 1949, Volume XXVI—No. 3 
JANUARY 21, 1949 





TREND OF AMERICAN BUSINESS--(Continued) 


Another set of estimates is presented by the Council of Economic Advisers. 
These estimates are for Government outieys for 1949, the present calendar year. 
Individuals are expected to get $19,400,000,000 from the Government in this 
vear. In 1948, cash payments to individuals amounted to $17,100,000,000. The 
eStimated increase this year is due to expected veterans' insurance refunds. 
Business firms are expected to get $14,700,000,000 from the Government, 
against $12,500,000,000 in calendar year 1948. That's mostly for supplies. 
Foreign aid is down for $7,900,000,000 in cash this year. That is for all 
foreign-aid programs, everywhere. Last year the outlay was $5,600,000,000. 
State and local governments are estimated to receive $2,300,000,000 in fed- 
eral aid, against $1,900,000,000 paid in cash to these governments in 1948. 
These estimates go to show just how large a role the Federal Government 
plays in the nation's general business activity. The Government has become the 
country's largest enterprise. Its activities have an important effect on the 
activities of everyone--workers, farmers, businessmen, corporations. Spending 
plans of the Government cannot be overlooked in appraising the business outlook. 














There is also a plan in Congress to give Government even more importance. 

A capital-development fund of $15,000,000,000 is proposed in a measure of- 
fered by Senators Murray and Sparkman and Representative Patman, Democrats. 

Operator of the fund would be the Reconstruction Finance Corp. 

Investments for "capital development" would be in the form of loans to 
business firms, co-operatives, States, agencies like Tennessee Valley Authority. 

Basic purposes of the measure would be: (1) to carry out the development 
program recommended in the President's Economic Report; (2) to aid regional ex- 
pansion, in the West and South, for example; (3) to push industrial expansion 
believed to be necessary, and (4) to maintain full employment, permanently. 

This program of putting the Government into business does not stand much 
chance at this session of Congress. But it probably is the kind of plan that 
would get lots of support in a period of depression. It shows just what those 
who want Government planning have in mind. And, incidentally, it could be a way 
of getting the Government to finance the suggested expansion of steel plants. 











Government controls, actually, are to stop short of what Mr. Truman wants. 
Rent control is virtually sure to be extended, and may be strengthened. 
Export controls are to be continued, certainly for a year, maybe longer. 
Consumer-credit control probably willbe kept, even though complaints are 
increasing that present installment terms are cutting into the sale of goods. 
Bank credit is very unlikely to be put under any new or tighter control. 
Material allocations are not expected to go beyond the voluntary stage. 
Price control, even on a Stand-by basis, is not likely to be authorized. 
This tentative program is outlined by Senator-Maybank of South Carolina, 
who heads the Senate Banking Committee. That is the Committee that will have 
the final say on what controls are enacted. Chairman's influence is large. 
Latest business developments, in fact, suggest less and less need for any 
controls. Prices for most commodities are either declining or leveling out. 
Shortages are disappearing fast. Oil shortage is gone. Lumber is in surplus. 
Gray market in steel is vanishing. Agreement is almost general that the trend 
now is toward a gradually expanding buyers' market, where controls aren't re- 
quired. 




















Reciprocal-trade agreements are to get early action in this Congress. 

Trade Agreements Act is almost sure to be extended until June 30, 1951, and 
perhaps longer. Restrictions giving the Tariff Commission limited veto power 
over new agreements are likely to be removed. Administration dislikes them. 

Coming up, later in the session, will be the International Trade Organiza- 
tion, which was negotiated at several trying conferences. Sponsors are being 
quiet about ITO now, but will revive the proposal when the time is ripe. 
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‘com SOYBEAN CITY. .~ 


this fast-growing family of Food and Industrial Products! 


EDIBLE SOYA PRODUCTS for Baked Goods, Meat 
Products, Prepared Mixes, Candy, Restaurant 
Menus, Institutional Food Formulas and 
Canned or Dry Type Pet Foods: SOYARICH 
FLOUR-full-fat Soya ‘Flour; SOYAFLUFF 
FLOUR-practically fat-free Soya Flour; 
SOYALOSE FLOUR—low-fat Soya Flour; 
SOYALOSE GRITS—low-fat Soya Grits, sized 
for specific food uses; SOYABITS—practically 
fat-free Soya Grit in many sizes. 


ALBUSOY* (Soya Albumin) —A water-soluble, 
proteinaceous, non-coagulating material used 
as a whipping and foaming agent in confec- 
tionery goods and other products, 


F.D.C. CERTIFIED FOOD COLORS-— Pure, soluble, 
uniform, concentrated Food Colors. 


GLIDDENOL-—A special soybean derivative hav- 
ing unusual emulsifying, viscosity-controlling, 
anti-oxidant, wetting and dispersing proper- 


ties; used in baked goods, confectionery goods, | 


processed food products, vegetable fats and 
oils and many other products. 


GLIDDOL-—Special soybean derivative for 
the petroleum industry, used in lubricating 
oils and motor fuels. 


INDUSTRIAL SOYA PROTEINS 


ALPHA* PROTEIN—Pure, isolated soya pro- 
tein used in making paper, paint, rubber, floor 
coverings, leather, fire-fighting foam and other 
products, PROSEIN*—A mechanically refined 
protein product used as an adhesive or binder 
in making paper, paint, floor coverings, insu- 
lating board and other products. SPRAYSOY 
—A special soybean product for use as a 
sticker and spreader in agricultural spray 


‘materials. MULSOYA—A water-soluble deriv- 


ative of isolated soybean protein for textile 
sizing and for stabilizing emulsions. 


SPECIAL SOYBEAN OIL MEAL AND FLAKES—For 


use in soybean adhesives. 


PROSIZE—A superior process for sizing paper, 


utilizing Glidden Alpha* Protein. 


STEROID HORMONES 


GLIDDEN TESTOSTERONE (Crystalline)— 
Principal male sex hormone, synthesized from 
soya stigmasterol, and used for replacement 
therapy of endocrine deficiencies. GLIDDEN 
PROGESTERONE (Crystalline) U.S.P.—An 
important female sex hormone synthesized 
from soya stigmasterol. 


Soya Products Division of Glidden, 
Chicago—A merica’s vast center of 
soybean research and processing 
often referred to as Soybean City. 


GLIDSAD—A soya sitosterol intermediate, 
sitosteryl acetate dibromide, for pharmaceu- 
tical use. 


GLIDDEN PURE SOYA PHOSPHATIDES (Oil Free) 
—For pharmaceutical use and many industrial 
applications. 


GLIDNOFOAM-—A specially prepared anti-foam 
agent, 

Glidden also produces 44% Protein Soybean Oil 
Meal and 41% Protein Soybean Oil Meal for 
use in formula feed manufacture; 30% Protein 
Extracted Soybean Feed for use as feed ingre- 
dient; and Crude Degummed Soybean Oils 
—extracted and expeller process. 


WRITE for your free copy of 
this important book on soya 
protein materials. Address 
The Glidden Company. Soya 
Products Div., Chicago 39, Ill. 


QLualily Ftced by esea tche- 


In all of the following fields, Glidden leadership in research is 
proving invaluable to industry. Your inquiry is invited. 
The Glidden Company, Cleveland 14, Ohio. 

In Canada, The Glidden Company Ltd., Toronto. 


Principal Glidden Products—€ oods: Durkee’s Famous Dressing; Durkee’s Margarine; Durkee’s Mayonnaise; Durkee’s Salad Dressing; Durkee's Shortening; 
Durkee’s Shred Coconut; Durkee’s Spices and Worcestershire Sauce; Durkee’s Puff Pastry Margarines and Shortenings for the Bakery Trade; Special Ingredients 
for Confectioners ¢ Soybean Products: Alpha* Protein; Prosein*; Fine Chemicals; Glidden Lecithin; Soya Flour and Grits; Albusoy*; Soybean Meal and 
Flakes @ Feeds: Poultry and Livestock e Paints: SPRED-Flat; SPRED-Luster; Japalac; Ripolin Enamel; Spray-Day-Lite; Endurance House Paint; Gliddenspar 
Varnish; Nubelite; Industrial Paints; Industrial Lacquers; Enamels and Varnishes; Glidair Aviation Finishes e Vegetable Oils: Soybean Oils; Coconut Oils; Cotton- 
seed Oils; Peanut Oils; Corn Oils; Palm Oils; Linseed Oil e Chemicals and Pigments: Titanium Dioxide; Lithopone; Cadmium Colors; Litharge; Red Lead; Euston 
White Lead; Cuprous Oxide; Zinc Sulphate Crystals e Metals and Minerals: Powdered Iron, Copper and Lead; Glidden Type Metal e Naval Stores: Tars and Resins; 


d 


Turpentine; Solvents; Synthetic Rubber Comp ; Ce 
© 1949, The Glidden Company 
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INDICATORS OF BUSINESS ACTIVITY 


Steel production abroad is reducing 
the drain on steel supplies of the 
U. S. It may, in addition, make it 
possible for other countries to get 
along with smaller purchases of 
U. S. machinery and other products 
made of steel. 

Finished-steel exports of the U.S. 
fell to a rate of only 3,700,000 net 
tons per year in the third quarter 
of 1948. That is 40 per cent below 
the second quarter of 1947. Share 
of this country’s steel supply going 
to other countries is down to 5.7 
per cent, from 10.7 in the second 
quarter of 1947 and 7.6 in 1935-39. 

Foreign output of steel ingots rose to 
about 80,000,000 net tons in 1948, 
two fifths larger than in 1946. It is 
still almost 20 per cent below 1939, 
but that is due to lower output in 
Germany and Japan. Production in 
these countries is rising rapidly. 

Marshall-Plan countries and West- 
ern Germany, as shown by the top 
chart, produced steel ingots at a 
rate of 45,000,000 tons per year in 
September, up 85 per cent from 
January, 1946, and within 20 per 
cent of 1937. 

British output reached about 16,700,- 
000 tons in 1948, up 17 per cent 
from 1946 and 13 above 1939. 

German production has climbed to 
over 6,000,000 tons per year in the 
Western zones, more than three 
times the rate in January, 1946, but 
still only 40 per cent of 1936. 

Output gains elsewhere, compared 
with 1937, amount to 10 per cent 


Steel Production in 
Marshall Plan Countries 
And. Western Germany 


NET TONS Ingots and Castings 
PER MONTH 


MILLIONS 


4 


GERMANY 
@ 3 WESTERN 
ZONES 


MARSHALL PLAN 
£ COUNTRIES 
EXCEPT BRITAIN 


1946 1947 1948 
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Source: United Nations 


for Belgium and 6 per cent for 
Luxembourg. French output, in- 
cluding the Saar, is about equal to 
1937; Italian output is only 5 per 
cent below that year. 

U.S. exports of machinery and ve- 
hicles—which contain a large ton- 
nage of steel—have fallen 30 per 
cent since 1947, nearly 40 per cent 
for Marshall Plan countries. 

The dollar shortage, chief cause of 
the drop in U.S. exports, is not to 
end quickly. Marshall Plan countries 
face a $3,000,000,000 deficit in dol- 
lars with the Western Hemisphere 
even in 1952, though original plans 


called for a trade balance in 1952, 
when U. S. aid would end. 

The export surplus of the U.S. with 
the world was at a rate of about 
$5,000,000,000 per year in the 
second half of 1948. To avoid a 
sharp drop in exports after 1952, 
the U.S. must supply more dollars 
to the world by bigger imports or 
bigger investments. The gap now 
seems too big for that. 

Solutions open to Europe are: to buy 
less from the world, produce more 
industrial goods for use within Eu- 
rope, switch food and raw-material 
purchases from the U.S. to other 
countries that will take Europe’s in- 
dustrial goods in exchange. Result, 
whatever is done, would be a cut 
in U.S. exports. 

The drain of goods from the U.S., 
nevertheless, is to continue at about 
the present rate until June 30, 
1950, if Congress approves Presi- 
dent Truman’s budget, which pro- | 
vides for foreign aid at a rate of | 
$6,700,000,000 for the fiscal year. 

Business activity in the U.S. con- | 
tinues strong. Factory output and 
department-store trade in the week 
ended January 8 remained at the 
high December rate. 

U.S. demand so far has been strong 
enough to take the additional quan- 
tities of steel and industrial goods 
made available for U.S. purchase 
by the drop in exports. Further loss 

of exports, however, can be more 
serious if it comes when U.S. de- 
mand has begun to ebb. 
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Pressure is growing from some groups 
of businessmen to ease or end control 
wer the terms of installment credit. A 
sharp downward turn in sales of many 
kinds of household equipment and of 
gme makes of automobiles started after 
gedit controls were restored on Septem- 
ber 20. This accounts for a developing 
demand for change. 

Installment credit is controlled by 
what is known as Regulation W. This 
Regulation is enforced by the Federal 
Reserve Board. It rests upon an act of 
Congress that will expire June 30 unless 
extended. At this time there is the start 
of agitation to try to block continuance 
of Regulation W beyond June 30. There 
also is a growing effort to get an easing 
of that Regulation before June 30. 

Use of installment credit enables buy- 
ers to pledge future income in order to 
get current use of some products that 
could not be paid for out of money on 
hand. Installment-credit controls set the 
minimum conditions under which an in- 
dividual can go into debt to acquire an 
automobile, or refrigerator or certain 
other items, 


What changes do some businessmen 
want in credit control? 

Some businessmen want to give their 
customers 24 months, or even 30 months, 
to pay under installment plans. This 
would lower the amounts of monthly 
payments. The argument is that many 
persons cannot afford to buy because 
monthly payments are too high. Some 
other businessmen want to reduce the 
down payments required by Regulation 
W. On the other hand, there are some 
dealers who do not want any changes in 
present regulations on credit control. 


What terms apply now on installment 
buying? 
Under Regulation W, purchasers of con- 
trolled items must complete payments 
within 15 months when the amount of 
credit is $1,000 or less. For larger 
amounts, payments must be completed 
in 18 months, with at least $70 being 
paid each month. On automobiles, a 
down payment of one third of the price 
is required. The down payment is 20 
per cent on other articles, such as re- 
frigerators, radios, television sets, furni- 
ture, kitchen stoves, mechanical: dish- 
washers, etc. The controls apply to credit 
purchases between $50 and $5,000. 


How does the control work, for ex- 

ample, on an auto costing $2,400? 
The down payment would have to be 
at least one third, or $800. A traded-in 
car could count toward the down pay- 
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en Askee/: 
DO CREDIT RULES CUT BUYING? 


ment, That would leave $1,600 to be 
paid off in 18 months. That would mean 
a monthly payment of $88.87. Extension 
of the payment time to 24 months would 
reduce monthly payments to $66.67. The 
regulations apply to both new and used 
cars. 


Suppose a person buys both a car 

and a refrigerator on installments? 
Then credit control would apply to both 
purchases. No matter how many items 
on the controlled list a person buys, the 
installment and down-payment rules 
must be followed on each. Thus, a per- 
son buying several items with installment 
credit could have sizable payments to 
make each month. 


Does credit control apply to charge 
accounts? 

No. Regulation W does not cover regular 
charge accounts, provided they are of a 
bona fide nature. But irregular charge 
accounts, which have the appearance of 
operating merely to get around credit- 
control rules, might be questioned by 
the Federal Reserve Board. 


Are bank loans covered by Regula- 
tion W? 

They are where the purpose of the loans 
is to provide funds for purchases of auto- 
mobiles or other products subject to 
credit control. In such cases, banks and 
other lenders are supposed to require re- 
payment within 15 or 18 months, in 
accordance with Regulation W. Further- 
more, such loans may not be made to 
provide down payments for items cov- 
ered by credit control. 


Can FRB change credit-control rules? 
Yes. The Federal Reserve Board is given 
wide powers in administering controls. 
It can extend the time for payments, re- 
duce down payments, and make almost 
any other changes in the rules. It also 
can add to items under control or re- 
move items from control. The Board now 
is considering suggestions of automobile 
dealers and others for lengthening the 
time allowed for paying. 


Some members of Congress are looking 
into the operations of Regulation W, and 
its effect on sales. Their interest results 
from many letters being sent to protest 
present credit controls. The letters come 
from both dealers and individual buyers 
This agitation for action is likely to bring 
a thorough legislative study in. the 


months ahead. For, by June 30, Congress 
must decide whether to extend Regula- 
tion W in its present form, to modify it 
or let it die. 














He happened to be a lawyer... 
had just been given the job of 
planning an investment program 


for a widow —and promptly 
asked us to help. 

Of course, being a custemer, 
he was already familiar with our 
Research Division .. . knew that 
it devotes all its time to planning 
just such programs, supplying 
the information asked for in hun- 
dreds of letters each week, ap- 
praising securities and portfolios 
without charge to anybody— 
whether a customer or not! 

He thought Research would be 
glad to help—and it was! 

The sum involved was fifty 
thousand dollars—but could just 
as well have been five thousand 
—or five hundred thousand! 

The lady was a widow; so 
naturally the plan had to stress 
conservation of principal, conti- 
nuity of income. Research picked 
eleven securities ... gave good 
reasons for each selection... in- 
cluded recent market prices, 
probable annual income—and 
sent what we thought was a satis- 
factory ‘‘letter to a customer”. 

If you’d like to see this actual 
sample of a Merrill Lynch ser- 
vice, we'll be glad to send you a 
copy. But why not get a report on 
your own situation? Just ask for 
an analysis of your own holdings 
... the available facts on any se- 
curities that might interest you 
... sensible suggestions on how 
to invest any amount of surplus 
funds. There’s no charge, no ob- 
ligation. You can visit our office 
yourself, or write direct to— 


Department S-8 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 96 Cities 











How to give 


i Quick 
REST 


to tired eyes 








Just put two drops of soothing 
Murine in each eye. Instantly they 
feel rested, refreshed! Murine. a 
scientific blend of seven ingredi- 
ents, cleanses youreyesquickly, yet 
as gently as a tear. Economical, 
éasy to use. Get Murine today—use 
it whenever your eyes feel tired. 


MURINE 


ee FOR YOUR EYES 
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CHANGES OF ADDRESS 


Notice of change of address should be sent 
noi less than two weeks prior to the date 
change becomes effective. Send the ad- 
dress at which copies are now being re- 
ceived and the new address at which you 
wish to’receive copies. 


U.S. News & World Report 


Circulation Department 
435 Parker Avenue Dayton 1, Ohio 
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THE COLUMBIA 
GAS SYSTEM, INC. 


The Board of Directors has declared this day 
the following quarterly dividend: 
Common Stock 
No. 57. 15¢ per share 
payable on February 15, 1949, to 
record at close of business January 
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holders of 
20, 1949 
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Most FIRES are Night FIRES 


Statistics show that most FIRES 
occur when help is away...a 
fact that emphasizes the need 
for GLOBE Sprinkler protection. 
GLOBE Sprinklers are always on 
duty... always ready for action. 
GLOBE AUTOMATIC SPRINKLER CO. 


NEW YORK... CHICAGO... PHILADELPHIA 
Offices In nearly all principal cities 


THEY PAY FOR THEMSELVES 
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What you as a businessman CAN and CANNOT do 


as a result of federal court 


YOU CANNOT, as a Government 

contractor, bring a suit for damages 
against the Government on behalf of your 
subcontractor. The U.S. Court of Claims 
rules in one case that a contractor may 
not maintain such a suit against the Gov- 
ernment, since he is not liable to sub-con- 
tractors for Government-caused damages. 


* * * 


YOU CANNOT expect to be reim- 

bursed for the legal costs of challeng- 
ing in the Court of Claims the terms of 
settlement under a terminated Govern- 
ment contract. The Court of Claims holds 
that, although a contractor is entitled to 
reasonable legal expenses in connection 
with termination of his contract, this does 
not include the cost of bringing suit to set 
aside a settlement award. 


* * * 


YOU CAN now apply for a license to 

export certain types of tin plate 
without submitting evidence that you 
have a definite order for the metal. This 
change in export-control regulations is 
made by the Office of International Trade 
in clarifying its rules. Exporters must 
certify, however, that they have accepted 
orders for tin plate. 


* * * 


YOU CAN, as an employer, some- 

times be required to submit to arbi- 
tration a dispute with your employes 
even though your contract with the work- 
ers’ union does not use the word “arbi- 
trate.” A State appeals court rules that a 
contract providing for referring disputes 
to representatives of both parties for ad- 
justment and then to a conference com- 
mittee is a valid agreement to arbitrate. 


* * * 


YOU CAN, in figuring the income 

tax of a frust, perhaps deduct the 
entire amount paid to a charitable corpo- 
ration, even though part of the trust in- 
come is in the form of long-term capital 
gains. In a decision that conflicts with an 
earlier ruling of a court of appeals, the 
U.S. Court of Claims allows the full 
amount as a deduction. 


* * * 


YOU CAN apply to the Alien Prop- 

erty Custodian for a license to use 
certain patents of the former German 
chemical and dye cartel, I. G. Farben. 


and administrative decisions: 


The Department of Justice announces 
that about 800 of these patents and 
patent applications, covering chemicals 
and petroleum, are available for licens- 
ing on a royalty-free basis. 


* * * 


YOU CANNOT refuse to re-employ 

a veferan merely because his em- 
ployment contract, when he left for mili- 
tary service, specified that his job was 
temporarv. A federal district court orders 
reinstatement of a veteran, under the 
Selective Service Act, where it was shown 
that his job would have been of a per- 
manent nature except for his induction 
into military service. 


+ + * 
YOU CAN sometimes give credit to 
an apprentice, who leaves your 


plant for military service, for the training 
he receives in the armed forces. A spokes- 
man for the Labor Department's Bureau 
of Re-employment Rights says appren- 
tices may be given credit for military serv- 
ice as part of their apprentice-training 
period to the extent that their military 
duties are of the same nature as the train- 
ing they would have received at home. 


* * * 


YOU CAN, as a farmer, change 
from a cash basis to an inventory 
basis in reporting income for tax purposes. 
Bureau of Internal Revenue amends its 
regulations to permit farmers to make 
this change in accounting methods. 


* * * 


YOU CANNOT expect to delay reim- 

bursement of the Government for 
your excessive profits under a renego- 
tiated contract, merely because you have 
asked the U.S. Tax Court to review your 
case. The Comptroller General rules that 
the Government’s collection of excessive 
profits does not have to be suspended 
pending the Tax Court’s decision on an 
appeal by a contractor. 


* * * 


YOU CAN count on allocations of 
steel products soon for production of 
mining machinery and repair parts. The 
Office: of Industry Co-operation an- 
nounces that the Secretary of Commerce 
and Attorney General have given ap- 
proval to plans for such voluntary alloca- 
tions, which will begin in February. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which. for reasons of space, cannot be set forth in detail. U. S. News & WorxLp 
Report, on written request, will refer interested readers to sources of this basic material. 
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>> Britain is beginning to regain a commanding position in world trade. 
British exports in 1948 jumped about 47 per cent higher than in 1947. 
British car exports late in 1948 were larger than those of any other coun- 
try. Dollar shortages and import controls tended to hold down sales of American 
cars overseas. But British car manufacturers are pushing steadily into the home 
market for American automobiles. About 19,000 British cars were sold to Ameri- 
can users in 1948. Britain hopes to sell 40,000 this year. Going may be tough- 
er in 1949, since American makers are catching up with demand. 
Cotton goods is another category where British exporters now are leading 
the world. American exporters dropped to second place late in 1948. 
Woolen-goods exports also are spurting. Britain is again the largest 
seller of woolens in world markets. World demand for woolens still is huge. 
What's happening is this: Britain is stepping in and selling where dollars 
are scarce. Trend now is becoming noticeable, especially in Latin America. Up 
to this time, American manufacturers haven't worried much about export markets. 
But now that a buyers' market is developing in the U.S., export markets look 
more important--particularly in the textile fields. And this is the time when 
the major competition from. Britain is starting to tell. 

















>> Behind the thumping rise in British exports lies a muscular increase in 
British production and the continued holding down of home consumption. 

Steel production last year climbed about 17 per cent to a new record. 

Coal output was up about 6 per cent over 1947. Home consumption was re- 
stricted. In fact, stocks declined. But export and bunker coal were pushed up 
from token figures in 1947 to about 16,000,000 tons in 1948. 

Car production was up 16 per cent. Three out of every four cars made were 
exported. Tractor output doubled last year. 

Textiles, lagging since the end of the war, finally started to move, espe- 
cially late in the year. Cotton goods were 20 per cent over 1947; woolens, 
about 18 per cent; rayon yarns and piece goods, 16 per cent. 

Hitch is that these comparisons are made with 1947, when bad weather, crip- 
pling coal shortages and transport breakdowns hampered business badly. But, 
even so, sharp pull-up in British production is better than expected. 





>> Further big gains in Britain may be hard to win..... 

British economy is pretty taut right now. Not much stretch left. 

Big job now is to boost productivity per worker. Plans call for install- 
ing billions of dollars' worth of new machinery in textile mills, utility 
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WORLD COMMERCE-INDUSTRY-- (Continued) 


plants, oil refineries, steel mills, coal mines during the next three years. 
Output _ per worker should be helped as these mechanical aids come into play. 
But it doesn't always work that way. Look at British coal mining. 
British coal mining is far more mechanized now than in prewar days. 





But output per miner seldom reaches the prewar rate. In fact, this hap- 
pened in 1948 only just before Christmas. Most miners don't strain themselves. 
By working a short week, they earn enough to buy what few goods are available. 

Austerity in Britain leaves few incentives. That is its main danger. 


>> Nevertheless, the average British worker seems to be putting a lot more 

sweat into his job than other workers in Europe. 

Rough indexes, based on employment and production figures, show how much 
the average European worker is turning out, as compared with prewar levels. 

The British worker stands at the head of the list. His productivity seems 
to be a little greater than in 1937, maybe 2 per cent greater. 

The Czech worker, though goaded by the Communist regime, still has an aver- 
age output about 8 per cent below the prewar level. 

The French worker, often hampered by strikes, in good months last year came 
within 1l per cent of his prewar productivity. 











The West German worker put on a spurt after currency reform. But even then 
his output on the job was about 30 per cent less than before the war. 

The Austrian worker, often bucking raw-material shortages, is turning out 
only a little more than half as much as before the war. 

By and large, it takes a lot more man-hours to turn out a specific job in 
Europe than it used to. Everywhere in Europe industrial employment is well 











above the prewar rate. But industrial production isn't keeping pace. 

Many of the troubles causing this lag now are on the wane. Supply of most 
raw materials is steadier than a year ago. Transport is better. Coal is more 
abundant. More new machinery is being put in place gradually. Factory break- 
downs are less frequent. Most workers in Western Europe are somewhat more con- 
tented. More food and clothing are available, although prices still seem high. 


>> European food situation is a lot easier than it was..... 

Sharp gains were shown last year in grain, sugar-beet and potato crops. 

Progress was made in rebuilding livestock flocks and herds. This means 
output of milk, butter, eggs and meat this year should pick up. 

Increased rations of bread, fats and sugar, and moderate declines in prices 
for many foods, show the new trend in Europe. 

The Swiss have stopped rationing food entirely. 

The Belgians have only rice and imported butter on their ration list. 

Other countries quite generally are derationing potatoes. 

As for general prospects for this year: 

Mild winter, adequate rainfall in most places, and increased acreage 
planted point to another favorable year for crops in Europe. 

Farm labor is adequate. There are more tractors and draft animals. 

Fertilizer is more plentiful than in 1948 or in prewar days. 

Eastern Europe had good crops last summer. Consequently, if weather condi- 
tions continue good, the Russian satellites this year may not be so dependent on 
imports of Russian food. Russia may be able to sell more to Western Europe. 

Food problem in Europe appears well on the way to being licked. 
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KHYBER PASS 

HYBER PASS, HISTORICALLY regarded 
K as an impregnable fortress on the 
invasion highway to India, is now little 
more than an interesting stopping-off 





place for tourists. As with Singapore, 
the advance of military science and the 
advent of modern air warfare have ex- 
ploded the tradition of the Pass’s im- 
pregnability. 

During World War II, when the Ger- 
mans threatened to break through Stalin- 
grad and dash toward India for a junc- 
ture with the Japanese, the British fever- 
ishly prepared to modernize Khyber’s 
defenses. Tank traps were constructed 
along the tortuous road that runs through 
the narrow defiles, and gun emplace- 
ments were installed in the surrounding 
mountains. 

But some of the British officers who 
tried to prepare the Pass against present- 
day warfare chuckle at the recollection 
now. Even the tribesmen laughed at 
them while the work was going on. 

The tribesmen are always present. 
Back in the 1920s when the British con- 
structed a railroad line to the Afghan 
frontier, the job required almost as much 
diplomatic skill as it did engineering. The 
tribesmen didn’t like the idea. Finally an 
engineer put over the plan by pointing 
out to the tribesmen the looting opportu- 
nities that would be offered by a richly 
laden train running up to the frontier on 
a regular schedule. 
Now the tribesmen consider the rail- 


) road as their personal property. When 
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Khyber forts, on India’s old invasion route, 


will stop a bullet—but so will red slacks 


trains are sent to the frontier every week 
or so, the nomads pile on by the dozens 
for a free ride. 

These tribesmen still are a serious po- 
tential threat to peace and order on both 
slopes of the pass. In driving along the 
route one is impressed by the fact that 
everybody seems to be armed and all of 
the villages are fortified behind high, 
thick walls. 

A few miles from one of the forts one 
enterprising village chieftain operates a 
thriving gun factory where he manu- 
factures rifles and light cannon. His busi- 
ness comes from the villages—almost 
every one of them engaged in a “blood 
feud” with a neighboring village. The 
feuding is so intense that the women who 
work in the fields outside village walls 
wear red slacks to ward off snipers. It is 
considered bad form to shoot women and 
children. 

The Khyber forts still will stop the rifle 
bullets of these feuding nomads. But 
that is the best that anybody expects. 

As one British officer who has spent 
25 vears here explained to me: 

‘“No modern army would try to fight 
its way through the Khyber to reach 
India. It would simply fly over or 
around.” he 


Family life leaves 
Soviet bars forlorn 


MOSCOW 

IFE FOR THE typical Muscovite has 
L changed a lot since the early days of 
Communist rule. The rather forlorn at- 
mosphere that now prevails around Mos- 
cow’s Cocktail Hall, a saloon of somber, 
marbled magnificence, shows what has 
taken place. 

Family life has returned. The Moscow 
worker, strolling with his family on a 
Sunday afternoon, is a much more famil- 
iar sight now than 20 years ago. In those 
days hundreds of thousands of young 
peasants were flooding into the city to 
man the new factories. They were un- 
accustomed to urban life and, at first, 
inadequately catered to by movies, parks 
and factory clubs. Places similar to the 
Cocktail Hall—and lesser drinking estab- 











lishments—were popular. But now about 
the only occasion when the average work- 
ing family celebrates is some sort of 
family anniversary, and usually the cele- 
brating is done at home. 

It was against this growing stay-at- 
home custom that Moscow’s Cocktail 
Hall recently celebrated its 11th birth- 
day with a reduction in all prices. For 
the birthday party, a six-piece band, 
packed into a musicians’ gallery behind 
a sweep of imposing Corinthian pillars, 
played Soviet composer Solovyov-Sedoy’s 
latest mixture of whimsicality and folk 
tunes. 

But, despite the band and the gleam- 
ing marble, there was a hint of forlorn- 
ness in the place. It was the “regulars,” 
mostly unattached people, who took part 
in the birthday celebration. A family 
group, dropping in for the first time, 
would have felt and looked uncomfort- 
able. 

That the Cocktail Hall still occupies a 
special place among Moscow’s bars is 
due largely to the war. In Moscow’s dark- 
est days, the bar’s discreetly shaded lamps 
glowed as a symbol of elegance such as 
the Soviet capital had just begun to know 
when the war came. Here, the night 
before they joined the Army, young 
workers met to drink solemn toasts to 
one another. 

And this was where they held their 
postwar reunions. It was these days that 
the “regulars” could recall as they sipped 
cheaper drinks on the bar’s 11th anniver- 
sary. It was not a family party, largely 
because of the change in Moscow's 
family life. A. R. P. 
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Whispers 











Official Hesitancy on Farm Aid . . . Civilians to Run 
General Clay’s Job?...Greek Pleas for More Help 


Mr. Truman is deciding to let Con- 
gress determine what proportion of 
campaign promises can be fulfilled 
without causing a taxpayers’ revolt. 
The President has all of his promises 
crammed into his budget for the 18 
months ahead and wants $6,100,- 
000,000 additional from taxpayers to 
meet the bill. Congress is left to 
choose between the taxpayers and 
those who expect the good things from 
the U.S. Treasury. 


x*k 


White House planners really do not 
expect Congress to come across with 
a $6,100,000,000 addition to the coun- 
try’s tax bill for the vear ahead. 


x*x*k 


James Forrestal, Defense Secretary, 
owes his promise of continuing tenure 
in the Truman Administration to left- 
wing opposition. Mr. Truman got his 
back up and asked Mr. Forrestal to 
stay when columnists and others 
opened an attack on Mr. Forrestal. 


xk tk 


Military services are to get little if 
any more spending money than the 
$14,267,000,000 recommended by the 
White House for the year to start next 
July 1. Ardor in Congress for a mili- 
tary budget ranging up to $20,000,- 
000,000 has cooled since the prospect 
of war diminished. 


x we 


Oscar Chapman, Under Secretary of 
the Interior, who has aspired to be- 
come Secretary, finds that his prob- 
lem is complicated by the fact that 
another Colorado resident is in the 
Cabinet. Charles Brannan, Secretary 
of Agriculture, also is from Colorado. 
Mr. Truman, however, is reported to 
have said that there was no reason 
why he couldn’t have two Cabinet 
members from a Western State, if Mr. 
Roosevelt had three from New York. 


xk * 


James Webb, Budget Director, who is 
to become Under Secretary of State, 
is convinced that he really can reor- 
ganize and put into harness the diplo- 
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mats of the U.S. Foreign Service who 
have stood out successfully against 
many past attempts to limit their 
power. This time both Mr. Truman 
and Dean Acheson, incoming Secre- 
tary of State, are to back the effort 
at reorganization. 


x*k 


Dean Acheson, as Secretary of State, 
will spend more time in Washington 
and less attending international con- 
ferences. Recent Secretaries of State 
have tended to visit headquarters in 
this country less often, while spending 
much of their time abroad at confer- 
ences that didn’t really decide much. 


x * *& 


George Marshall, retiring Secretary of 
State, favored selection of Dean 
Acheson over Averell Harriman, U.S. 
roving ambassador for the Marshall 
Plan, as his successor. Fred Vinson, 
Chief Justice of the U.S., preferred to 
remain on the Supreme Court, where 
he is endeavoring to harmonize the 
personality conflicts of that branch of 
the Government. 


x *k *& 


Senator Arthur Vandenberg, who 
tried to promote a bipartisan foreign 
policy, now finds that he has lost in- 
fluence with some Republican Sena- 
tors. Mr. Truman, when and if he 
needs Republican votes to get approv- 
al on issues of foreign policy, is to find 
Senator Vandenberg less able to 
round up those votes. 


xk *& 


Charles Brannan, Secretary of Agri- 
culture, is to go slowly in pushing a 
new plan for farm price supports that 
might become labeled an Administra- 
tion plan. The strategy will be to let 
Congress try to figure out the level at 
which the U.S. Treasury should come 
to the support of farm prices. 


kk *& 


President Truman finds that his 
gamble on support of the state of 
Israel in Palestine has worked out to 
give U.S. a ten-strike in that part of 
the world. Military advisers of the 


President told him that U.S. wag! 
running into a policy disaster by sup 
porting the Jewish state against the 
Arabs. The military thought the 
Arabs could overrun Palestine at will! 


xk *& 


Ernest Bevin, Britain’s Foreign Min 
ister, guessed completely wrong on 
Palestine. Mr. Bevin was violently) 
opposed to the U.S. policy that no 

is paying diplomatic dividends fo 
this country and leaving Britain in an 
uncomfortable position. 


x *k *& 


General of the Army Douglas Mac- 
Arthur, Supreme Commander in 
Japan, will be required before long to 
lower the “bamboo curtain” that shuts 
U.S. out from any clear view of 
policy as it is being applied to Japan. 
Dean Acheson, as No. 2 man in the 
State Department, has crossed swords 
with General MacArthur in the past, 
and the General won..Generals in the 
future are expected to take orders 
from the diplomats. 


xk kk 
Gen. Lucius Clay, who now shapes 
and carries out U.S. policy in Ger- 
many, is gradually to be brought 


around to the point where he will be 
taking orders from civilians. 


xk * 


Politicians in Greece are trying hard 
to convince U.S. policy makers that 
Greece should get $500,000,000 in aid 
for the new fiscal year. The argument 
is that the hundreds of millions put 
up in the past has not been enough 
to do the job of defeating guerrillas 
and, at the same time, raising living 
standards of Greece. 


xk * 


Georgi Dimitrov, Bulgaria’s Com- 
munist boss, is once again Joseph 
Stalin’s favorite in the Balkans now 
that Marshal Tito is scheduled for 
liquidation. Premier Dimitrov is 
slated to head up a South Slav Fed- 
eration, merging Bulgaria and Yugo- 
slavia, if Moscow can take care of 
Tito in Yugoslavia. 
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AN EXTRAORDINARY SERVICE 
TO THE READER 





: U.S. News & World Report added 38 pages to its reg- 
ular issue last week for a total of 68 news pages in order 
to bring to its more than 1,000,000 readers the full 
text of the President’s message on the State of the 
Union and the Report of the President’s Council of 
Economic Advisers on the business outlook. 

No other magazine performed this service nor did 
the American people from coast to coast receive this 
service from their newspapers. 

The longer of the two messages was released on 
Friday afternoon January 7th and the subscribers of 
U. S. News & World Report received it the first part of 
the week immediately following—an unparalleled job 
of speed in the field of magazine publishing. 

This is one reason why U. S. News & World Report 
has become the No. 1 news magazine for the most im- 


portant people in America. 


The growth of U.S.News & World Report has 
reached the point where an average of 375,000 net 
paid circulation is now assured for the year 1949. 
Surveys show that an average of three persons each 
see the weekly issues of U.S. News & World Report. 





U.S. News & World Report 


WASHINGTON 
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Above,a rigger in an American plant starts the head cove 
of a hydraulic turbine on its way to final assembly 
At left, sisal fibre drying in the hot Mexican sun 


Avenida Isabel la Catolica No. 54 


National City Branch 
in Mexico City 


Mexican sisal swells sales 
of American machinery 


ILLIONS of the packages that Americans buy every day 
M in stores are wrapped with string made from sisal. 
So it’s easy to see why we imported some sixteen million 
dollars’ worth of sisal fibre from Mexico in 1947. Along 
with it, we buy tomatoes, copper, coffee, chicle for chewing 
gum, and many other raw materials. The dollars we send 
to Mexico for these products come back to us in payment 
for Mexican purchases of American hydraulic turbines and 
other industrial machinery; automobiles, trucks and trains; 
steel wire, tubing and sheets; and other products of our 
factories and fields. 

Helping to facilitate the flow of this two-way trade is 
National City’s branch in Mexico City. Here, as in each of 
the Bank’s 51 overseas branches, every commercial banking 
iuilable. Officers at Head Office will be 
glad to give you details. 


THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office: 55 Wall Street ¢ 67 Branches in Greater New York 


facility is quickly <¢ 


Member Federal Deposit Insurance Corporation 


Every 3 seconds 
a@ customer is 
served overseas 
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OVERSEAS BRANCHES 


Santiago 


| London 
“f. 117, Old Broad St. 
ae 1, Waterloo Place 


PRANCE 
Paris (IBC Branch) 








